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DOCKET NO. E_01345A_16-0036IN THE MATTER OF THE
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SERVICE COMPANY FOR A HEARING
TO DETERMINE THE FAIR VALUE OF
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COMPANY FOR RATEMAKING
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REASONABLE RATE OF RETURN
THEREON, TO APPROVE RATE
SCHEDULES DESIGNED TO
DEVELOP SUCH RETURN

APPLICATION

With the strong foundation established in Arizona Public Service Company's last

rate case and disciplined cost management, APS has been able to defer filing a rate case
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for five years. APS now requests an increase in base rate revenue of $165.9 million, or

5.74%, net of existing adjuster mechanisms, as described below. APS submits divs

Application under Arizona Revised Statute §40-250 and Arizona Administrative Code

R14-2-103. APS requests that the increase be effective on July 1, 2017.
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1 The increase reflects investments that APS has made on behalf of its customers

2 over the past five years. It also includes significant plant additions up to the proposed

3 rate-effective date. Dramatic changes are occurring in the electric utility industry, from

4 environmental regulations to low natural gas prices to the opportunities afforded by

5 distributed technologies. Although the industry is in flux, APS remains committed to

6 providing its customers safe and reliable electricity that meets customers' evolving

7 needs. APS is building a bridge to the future-a future of clean, sustainable energy. To

8 do this, APS must build, operate, and maintain a flexible grid that enables customer

9 choices. The requested increase reflects, at least in part, the substantial efforts APS has

10 made towards this goal of a clean, sustainable energy future.

l l Bridging Arizona to a clean, sustainable energy future also requires changing an

12 antiquated method of how customers are charged for electricity. In addition to a revenue

13 increase, APS requests that the Commission modernize APS's residential and small

14 commercial rate design to encourage new distributed technologies and begin addressing

15 the inequitable reallocation of revenue requirements caused by the current volumetric

16 rate design and net energy metering (NEM) .

17 APS's request also includes, among other items, (i) a cost deferral and step

18 increase for the costs associated with installing selective catalytic reduction (SCR)

19 technology at the Four Corners Power Plant, (ii) a cost deferral for its Ocotillo

20 Modernization Project (OMP), (iii) changes to its non-residential rates, including several

21 new rate options for larger general service and lighting customers and not renewing the

22 Experimental AG-1 program, and, (iv) changes to the depreciation rates currently

23 applied to APS's utility plant.

24 APS's complete request is described in and supported by the testimony, exhibits,

25 and schedules submitted with this Application. The Company intends to call the

26 following witnesses as part of its direct case, who will address the indicated topics:

27

28
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Daniel Froetscher

Barbara Lockwood

Overview of Company, Impact to
Arizona, and Industry Cha edges

Overview of the Rate Case

John Lucas Fossil Generation

John Cadogan Nuclear Generation

Jacob Tetlow Distribution and Grid Facilities

Stacy Derstine Customer Service, Customer
Outreach on Rate Design Changes,
and Customer Information System

James Wilde Resource Planning

Scott Bordenkircher Technoloy, Renewables, and
Advance Power Grid

Peter Ewen Base Fuel Cost and the Power
Supply Adjustor, Weather
Normalization and Bond Rating

Dr. Bents Villadsen Cost of Equity and Fair Value Rate
of Return

Leland Snook Cost of Service, Deferral Proposals
and Step Increase, Fair Value Rate
Base and Rate of Return, LFCR,
ElS, and TCA Changes, Extra
High Load Factor Rate, AG-1,
Economic Development Schedule,
SFR Schedules A and G

Dr. Ahmad Faruqui Overview of National Residential
Rate Design

Charles Miessner Residential and C&I Rate Design,
Service Schedules

Elizabeth Blankenship
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26 As with prior rate cases, APS includes subject matter witnesses from the four major

27 operat ional business units-fossil,  nuclear,  customer service,  and t ransmission and
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Dr. Ronald White

Accounting, rate base and income
statement pre forms, Cholla 2,
aciiustor transfers
Depreciation
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I. SUMMARY OF RATE REQUEST

1 distribution-to discuss business operations and the support necessary to help the

2 Company safely and reliably operate its system. These subject matter witnesses should

3 provide all parties with important context that will facilitate assessing the Company's

4 operations and the associated capital expenditure needs. For convenience, APS includes

5 as Attachment A an executive summary of APS's proposal, including a summary of

6 each witness's direct testimony.

7

8 APS's current rates, which became effective on July 1, 2012 following Decision

9 No. 73183 (May 24, 2012), were based on a test year ending December 31, 2010. Since

10 that time, APS engaged in a rigorous cost management effort that successfully permitted

11 APS to refrain from seeldng new rates for five years. At the same time, APS continued

12 to provide the high quality electric service its customers have come to know and expect.

13 But the needs of APS customers are evolving. To prepare for and enable these

14 changing customer needs, APS has made (and will continue to make) significant

15 investments in the electrical grid and its generation resources. These investments are

16 needed to create a flexible platform that will be the bridge to Arizona's energy future.

17 After five years of making investments, APS now seeks an increase to its rates based on

18 the adjusted sales and expenses for the Company's jurisdictional electric operations that

19 occurred during the twelve months ending December 31, 2015 (Test Year). The details

20 of this rate request are contained in the Direct Testimony of APS's witnesses and are

21 summarized below.

22 A.

23 APS proposes to increase net base rate revenues by $165.9 million, which would

24 increase the amount of net revenue APS currently collects from customers by 5.74%.

25 APS also seeks to transfer to base rates $267.6 million that is currently collected in

26 adjustor mechanisms. Because this amount is already reflected in customers' bills,

27 however, transferring these dollars into base rates is revenue neutral and therefore not

28

Base Rate Request



• A modernized Customer Information upgrading its
17-year old customer billing to lm rove operating
efficiencies and enable advanced billing structures 31st promote new
technologies,

System. APS is
platform

• Solar Partners Program. A program evaluated in Decision No. 74878
that involves studying how rooftop solar can be strategically targeted
on the grid for maximum benefit while serving low-income
customers,

• Advanced Distribution Monitoring and Management System
(ADMS). An operating platform that will lay the foundation for a
flexible distribution grid that more easily integrates distributed
technologies. ADMS will allow for remote monitoring, diagnosis
and operation of field devices, and improve efficiency, reliability,
power quality, and safety.

•

1 included in the $165.9 million figure cited above. Including the transferred adjustor

2 mechanism revenue, the gross base rate revenue requirement increase is $433.4 million,

3 or 15%.

4 The total revenue requirement increase of $433.4 million includes (i) a non-fuel

5 gross base rate increase of $227.6 million, (ii) $267.6 million that is being transferred

6 from adjustor mechanisms; and (iii) a decrease in base fuel costs of ($6l .7 million). The

7 non-fuel increase includes the investments APS has made over the last five years since

8 its last rate case. It also includes a pro forma adjustment that incorporates 18 months of

9 post-Test Year plant. The post-Test Year plant adjustment is structured in the same

10 manner as similar adjustments made in connection with APS's two preceding rate cases,

l l and will only capture plant that is actually in service by the time new rates become

12 effective on July l, 2017. The post-Test Year investments in this pro forma adjustment

13 are critical for APS to meet the evolving needs of its customers, and include the

14 following major projects :
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Energy Imbalance. APS is joining the western Energy Imbalance
Theall roliferation of intermittent resources,

solar and wind In e energy imbalance increasingly prevalent.

and germit many more opportunities for APS to buy and sell energy
for e economic benefit o its customers.

Marlfeiz (E1'M). such as
Md, y

Joining the ElM will improve the efficiency_ of generation dispatch
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1 This Application also presents an updated depreciation study that reflects the

2 Company's depreciation expense using 2014-2015 data. This update demonstrates that

3 APS's depreciation expense has increased by $81.4 million. This increase is due to: (l)

4 the need to accurately reflect the useful lives of APS's property, (2) the investments the

5 Company has made in its property since 2011; and, (3) changes in estimated retirement

6 costs. APS witness Dr. Ronald White authors the updated depreciation study.

7 APS has chosen to propose a return of just 1% on the difference between APS's

8 "fair value" rate base and the original cost of that rate base (also referred to as the fair

9 value increment). Although both this increment and the requested 1% return have been

10 calculated in a very conservative manner, they are nonetheless consistent with past

11 findings of the Commission in APS's last two rate cases. APS also proposes its actual

12 capital structure and embedded cost of debt at the end of the Test Year-55.8% equity

13 and 44.2% long-term debt, and 5.13%, respectively-be adopted by the Commission. As

14 discussed by APS witness Dr. Bente Villadsen, APS proposes a return on equity of

15 10.5%, which appropriately reflects market risks and would permit APS to effectively

16 compete for the capital APS will need to continue investing in Arizona's energy future.

17 Combined with the embedded 5.13% cost of debt, APS's weighted cost of capital is

18 8.13%. The inclusion of a 1% return on the fair value increment of the Company's fair

19 value rate base produces a requested return on that rate base of 5.84%.

20

21

22 To comply with federal environmental laws, APS must install SCRs at the Four

23 Comers Generating Station. As it did when acquiring Four Comers from SCE, APS

24 requests a cost deferral order. The deferral would span from when the SCRs are installed

25 to when they are incorporated in rates, and use the same procedure as authorized in the

26 2012 Settlement (Decision No. 73183). APS also requests a step rate increase in

27 connection with the SCR project using the same procedure implemented in Decision No.

28

B. SCR's, OMP and Property Taxes

1. SCRs and Ocotillo Modernization Project

6



1 74876 (December 23, 2014). APS estimates that this step increase will necessitate an

2 additional 2% across-the-board increase in rates beginning in 2019, or approximately $3

3 per month for the typical APS residential customer.

4 In addition, APS seeks a deferral for the costs associated with building the OMP.

5 The OMP will supply fast-ramping natural gas generation in APS's load pocket, and is

6 critical for APS to effectively integrate the increasing amount of renewable generation

7 on its system. The Company asks for an accounting order similar to that granted in

8 Decision No. 73130, running from the date of commercial operation of the OMP in 2018

9 and 2019 to the effective date of rates in APS's next succeeding rate case. APS does not

10 seek a step increase for the OMP costs.

11 Both the two requested deferral orders and the SCR-related step increase are

12 necessary to preserve APS's opportunity to earn a reasonable return until its next rate

13 case. Just as APS was able to forestall this rate case for five years, APS hopes to delay

14 filing its next rate case as much as possible, and certainly after the rates requested in this

15 case are fully implemented. Absent these deferral and step increase mechanisms, the

16 sheer magnitude of the SCR and OMP projects would necessitate an immediate filing of

17 a new rate case before the ink dried on the Order resolving this Docket.

18

19 APS experienced a significant increase in property tax rates in Arizona in the

20 years after its last rate case and into the current proposed test period. APS anticipates

21 changes to tax rates, and thus asks to defer the jurisdictional component of all increases

22 or decreases in Arizona property taxes: (i) above the levels reflected in rates in this

23 proceeding, and (ii) attributable to increases or decreases in tax rates as contrasted to

24 changes in assessed tax value. These cost increases are wholly outside the Company's

25 ability to control or mitigate. Without a deferral mechanism similar to that used in

26 Decision No. 73183, anticipated tax increases would undermine the Company's ability

27 to earn a reasonable rate of return. Moreover, the deferral would ensure that customers

28

2. Property Taxes
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C. Changes to Adjustors

1. Power Supply Adjustor

Lost Fixed Cost Recovery

1 only pay the exact amount of property taxes that APS pays, no more and no less. As in

2 Decision No. 73183, this proposed property tax deferral would be without return until

3 included in rates in the Company's next general rate case.

4

5

6 APS requests that the PSA be modified to include chemical costs, the cost of

7 water to supply generation plants, and contracts with third party suppliers of electric

8 storage. Environmental chemicals and water are as important inputs to the production of

9 power as fuel itself, and their costs vary directly with power plant output. And a contract

10 with a third party owner of electric storage for the output of that storage is directly

l l analogous to a small PPA with any other source of electric power.

12 2.

13 APS believes that a full revenue-per-customer decoupling mechanism benefits

14 both customers and the company with consistency and stability. But APS heard concerns

15 from some stakeholders about pairing a decoupling mechanism with modernized rate

16 design at this time. Responding to those concerns, APS instead seeks to revise its LFCR

17 mechanism to improve the recovery of lost fixed costs associated with energy efficiency

18 and distributed generation. Although intended to relieve APS of the financial impact of

19 Commission policies regarding energy efficiency and distributed generation, APS's

20 LFCR has only permitted APS to collect approximately 40% of the lost fixed costs

21 caused by these policies. APS proposes changes to the LFCR that would better account

22 for actual lost fixed costs, and move APS to a position of financial neutrality regarding

23 EE and DG. The Company proposes the following five primary changes: (i) increasing

24 the year over year cap to 2%; (ii) updating the costs eligible for recovery to include

25 100% of the generation, customer, transmission,1 and distribution costs currently

26

27

28

1 APS has proposed to move all TCA revenue into base rates and has also proposed a balancing account
in  the TCA adjustor  mechan ism.  If the Commission  approves th is t r ea tmen t ,  the inclusion  of
transmission costs in the LFCR mechanism is unnecessary.

8



3.

APS seeks no structural change to its TCA, but proposes adding a balancing

15 account feature similar to all of APS's other rate adjustment mechanisms. Although the

16 current TCA adopts the true-up feature of APS's formula transmission rate, that feature

17 does not include a means to reconcile differences in billing determinants from those

18 used to calculate the annual charge. This leaves customers at risk for over-recoveries and

-risks that neither party can control or eliminate

1 collected through energy charges, and 50% of the generation, transmission, and

2 distribution costs currently collected through demand charges, (iii) removing the LFCR

3 opt-out rate option; (iv) applying the adjustment to customers' bills as a per kph charge

4 for customers under a two-part rate, and a per kW charge for customers taking service

5 under a three-part rate (rather than on a percentage basis), and (v) providing that the

6 LFCR rate filed on January 15"' becomes effective on the first billing cycle in March

7 each year, unless the Commission takes specific action on the LFCR compliance filing.

8 The revised LFCR Plan of Administration is provided in the Standard Filing

9 Requirement Book under "Plans of Administration." Customers exempt from the present

10 LFCR mechanism will continue to be exempt. And the sales associated with customers

l l who are exempt from the LFCR will continue to be excluded from the derivation of the

12 annual adjustments.2

13

14

Transmission Cost Adjustor

4. Environmental Improvement Surcharge

19 APS at risk for under-recoveries

20 without a balancing account.

21

22 The ElS is currently capped at a per kph amount that translates into roughly $5

23 million per year. In anticipation of needing to comply with upcoming environmental

24 regulation, APS asks to double that cap and make it a year-over-year amount, which

25

26

27

28

2 APS continues to believe that decoupling is a reasonable and appropriate rate mechanism to address
lost fixed cost recovery. It is commonly used by utilities and can be implemented in a way that
maximizes customer protections. But during APS's stakeholder process, stakeholders expressed concern
about decoupling paired with modernized residential rate design. Accordingly, APS decided not to
propose full revenue decoupling while also proposing universal three-part rates.
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1 would allow an increase each year of up to $10 million for the capital carrying costs and

2 O&M associated with qualifying environmental projects.

3

4

5 Rate design modernization and reform, especially for residential customers, is a

6 critical part of the Company's Application. The time has come to modernize rate design.

7 Current  resident ial rate design sends inaccurate price signals to new technologies,

8 malting it more difficult for those new technologies to be viable options for customers.

9 Current residential rate design also creates inequitable cost shifts between customers.

10 In this rate case alone, the proposed rate increase on residential customers is

11 1.25% higher solely because of the cost shift caused by rooftop solar under current rate

12 design. And the total cost shift from solar residential and commercial customers to non-

13 solar resident ial and commercial customers combined already totals $42.7 million

14 annually.  Rooft op so lar  syst ems t ypically last  fo r  20 years o r  more.  Assuming

15 grandfathering, rooftop solar subsidies over this 20 year life continue to grow at the rate

16 of $740,000 per day. By the time this case is resolved in mid-2017, the total 20-year

17 subsidy will exceed $1 billion. Moreover, these numbers do not take into account the

18 over $800 million in cash incentives paid and committed to residential and commercial

19 customers over the last decade, among other subsidies. This is unsustainable, and cannot

20 continue if Arizona's energy future is to include the full range of distributed technology

21 opportunit ies. Meaningful act ion to address the cost  shift  must  be taken to address

22 current inequities and to send appropriate price signals for customer adoption of current

23 and yet-to-be-invented technologies.

24 To take that first meaningful step, APS proposes adding a third billing element,

25 called demand, to all residential customers except the very smallest. Although this third

26 element would be added, customer rates would not correspondingly increase because the

27

28

D. Rate Design Proposals

1. Residential

10



1 energy charge would be reduced significantly. APS also proposes malting the basic

2 service charge more cost based.

3 As discussed by APS witness Charles Miessner, this will note a one-size-fits-all

4 approach. APS proposes several new rates and billing options. They are tailored to

5 various customer groups, from high to low use customers, and from solar to non-solar

6 customers. The rate options include a non-timed, non-demand rate for the Company's

7 smallest non-solar customers. APS also proposes to change other aspects of its time-of-

8 use rates to better reflect cost of service, and better integrate them into the three-part

9 structure, based on APS's more than three decades of experience with residential

10 demand rates.

l l APS also proposes to modify its present NEM program for all but

12 "grandfathered" residential rooftop solar customers. Power generated and concurrently

13 consumed on-site would still be credited at the fully-bundled retail energy rate. But APS

14 proposes that "exported" generation be (i) measured on an instantaneous basis, and (ii)

15 credited through the PSA at an avoided cost rate to ensure that all other customers only

16 pay an amount for exported energy that equals the costs saved due to the exported

17 energy.

18 APS proposes to "grandfather" (i) currently interconnected rooftop solar systems,

19 and (ii) those systems for which APS has received a complete interconnection

20 application through July 1, 2017 and that are installed within 180 days. APS proposes

21 that these grandfathered customers retain their current rate plans and net metering

22 arrangements for 20 years after the system was first interconnected to the APS system.

23 The grandfathering provisions would apply to property on which the system is located

24 and may transfer with the property to a new customer within the applicable time period.

25 In addition to making three-part rates the primary form of residential rate, APS

26 proposes to change the on-peak period to 3 p.m. to 8 p.m. (from 12 p.m. to 7 p.m.). This

27

28
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1 new peak period better matches die Company's changing load profile. Basic service

2 charges would also be brought closer to cost, but still accommodate smaller users.3

3 APS witness Stacy Derstine describes APS's extensive plan for transitioning the

4 Company's over l.l million residential customers to these new rate plans. This will

5 involve both education and advice about these plans so that customers have the

6 information they need to take advantage of their new opportunities to save on their

7 monthly bills. The transition plan also takes into consideration the time needed to train

8 APS service personnel about the new rates and install and test the software required to

9 implement the proposed rates.

10 APS acknowledges that it is proposing significant changes in residential rate

l l design. But there are no other options. The cost shift described above is large and

12 growing larger. APS has the technology to measure demand and over 30 years of

13 experience with residential demand charges. Some have claimed that demand rates put

14 customers at significant risk. But this is simply not true. APS has 120,000 residential

15 customers on a demand rate, and they have thrived.

16 Demand offers a third way for customers to save money on their electric bill, and

17 it shows. In a study on this issue, actual data show that 90% of customers sampled saved

18 money after transitioning to a demand rate.4 Successfully bridging to a sustained future

19 of clean energy requires a rate structure that isn't built on subsidies, but instead

20 incentivizes the most efficient technologies. For the benefit of all customers, and to

21 unlock die promise of future technologies, we must transition to demand rates.

22

23

24

25

26

27

28

3 Each of APS's four residential rate offerings will have basic service charges and/or demand charges set
to reduce the impact of this rate design on low-use customers while still making significant progress in
reducing the subsidy within the residential class.
4 APS's study on this issue included all of its customers who were on a non-demand rate for all of 2012,
switched to a demand rate in 2013, and stayed on that demand rate for all of 2014. The total sample size
was 977 customers.

1 2
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2. Commercial

APS's requested changes to its menu of general service rate offerings are listed

• Increase the rates to reflect the requested increase in revenue requirements
for the class,

•

•

•

Increase the basic service charges,

Modify rate E-32 XS (extra-small) by including a modest demand charge,

Modify water  pumping Rate Schedule E-221 to  make it  more cost -
justified;

•

•

Modify the on-peak hours for the smaller E-32 time of use rates ,

Reduce the cost of service gaps for rate E-20 , and reduce the difference
between this rates and the alternative E-32 rate options,

•

Cancel rate rider E-54,

Let the AG-1 experimental rate rider for buy-through power lapse by its
own terms,

• Add new light ing opt ions for LED lights and to encourage more APS
lighting customers to own and operate their own lighting equipment,

• Add a new optional aggregation discount for large customers with multiple
sites 7

•

•

1

2

3 below:

4

5

6

7

8

9

10

11

12

13

14

15

16

17 Add a new rate for large customers with extra high load factors, and

18 Add a new service schedule to support economic development.

19 These changes and additions will make APS's general service rates even more aligned

20 with the Company's cost of service. They will also make APS's non-residential rates

21 more competitive with those charged by other electric utilities so that APS can attract

22 businesses to locate and expand in its service area.

23 E.

24

Elimination of Antiquated,  Unneeded or Redundant Regulatory
Requirements

APS is asldng that  the Commission waive or  eliminate several ant iquated,

25 duplicative, or simply unnecessary reporting requirements. The Company does not seek

26 to avoid any substantive requirement of a prior Commission order or regulation, but

27 simply to  eliminate unnecessary report ing requirements.  Although these report ing

28
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I

11. STATEMENTS
REQUESTED

IN SUPPORT OF APPLICATION AND RELIEF

In support of this Application, APS states as follows:

1. The Company is a corporation duly organized, existing, and in good standing

Linder the laws of the State of Arizona. Its principal place of business is 400

North Fifth Street, Phoenix, Arizona, 85004.

2. The Company is a public service corporat ion, engaged in the generat ion,

transmission, and distribution of electricity for sale in Arizona. In conducting

such business, the Company operates an interconnected and integrated electric

system.

3. All communications and correspondence concerning this Application, as well

as discovery and pleadings with respect thereto, should be served upon:

Thomas A. Loquvam (Ihom8s.Loq_4vam@pinnaclewes;com)
Thomas L. Mum aw (Tho_mas.mumaw§@pinna_clewe§t.con;)
Melissa M. Krueger (Melissa.Krueger@pinnaclewest.com)
Pinnacle West Capital Corporation Law Department
P.O. Box 53999
Mail Station 8695
Phoenix, Arizona 85072-3999
Attorneys for Arizona Public Service Company

I

And also:

1 requirements are either no  longer necessary or are redundant ,  they remain in the

2 Commission's compliance database, and therefore APS must  comply with them and

3 Commission Staff verify that compliance unless they are formally waived or otherwise

4 removed by Order of the Commission. Please see Attachment  BDL-2 to the direct

5 testimony of Barbara Lockwood for a more detailed description and justification on the

6 requested waivers and eliminations.

7

8

9

10

l l

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

Stefanie Layton (Stefanie.Layton@aps.co1n)
Leland Snook (Leland.Snook@aps.com)
Kelly Hauert (Kelly.Hauert@aps.com)
Kerri Cames (Kerri.Cames@aps.com)
ratecase@aps.com

14 -



P.O. BOX 53999
Mail Station 9708
Phoenix, Arizona 85072-3999

4. This Commission has jurisdiction to conduct public hearings to determine the

fair value of the property of the public service corporation, to fix a just and

reasonable rate of return thereon, and thereafter, to approve rate scheduled

designed to develop such return. Further, the Commission has jurisdiction to

establish the practices and procedures to govern die conduct of such hearings,

including, but not limited to, such matters as notice,  intervention, fil ing,

service, exhibits, discovery, and other prehearing and post-hearing matters.

5 .  A c c o m p an y in g  t h i s  A p p l i c a t io n  a r e  a l l  t h e  r e l e van t  S t an d a r d  F i l i n g

Requirements (SFR) and rate design schedules described in A.A.C. R14-2-

1035 and the direct test imony and attachments of the witnesses identified

above.

6. The Company respectfully requests that this Commission set a date for the

hearing on this Application such that new rates for the Company will become

effect ive by July  l ,  2017.  At  die  hear ing conducted pursuant  to  th is rate

request, APS alleges and will establish, among other items, that:

a. APS's current rates and charges do not permit the Company to am a fair

return on the fair  value of its assets devoted to public service and are

therefore no longer just and reasonable,

b. The requested increase produces the minimum amount necessary to allow

the Company an opportunity to am a fair return on the fair value of its

asse t s  devo ted  to  pub l ic  se rv ice ,  p rese rve  the  Company ' s  f inanc ia l

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

5 This Application does not include SFR Schedule E-6 because that schedule applies only to a
"combination utility" within the meaning of A.A.C. R14-2-103(A)(3)(q), and APS is not a "combination
utility."
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d.

integrity, and permit the Company to attract new capital investment on

reasonable terms,

c. The Company requires additional permanent base revenue of at least a net

$165.9 million, based on annualized test period sales, calculated as

described in this Application, in order to continue to provide, both now

and in the future, adequate and reliable electric service to its customers as

required by law,

The ElS should be amended, as described herein,

The PSA should be modified, as described herein and in the Direct

Testimony of APS witness Peter Ewen,

f. The LFCR and TCA should be modified, as described herein and in the

Direct Testimony of APS witnesses Barbara D. Lockwood and Leland

e.

Snook;

g. The portion of transmission costs now recovered through the TCA should

be transferred for recovery through the Base Transmission Charge,

presently part of the Company's unbundled base rates,

h. An additional approximately $10 million in demand-side management

costs should be included in and recovered through APS base rates,

i. The portion of renewable-generation related capital investment now being

recovered through the RES should be transferred for recovery through

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

base rates ,

j. APS's new rate and service offerings for both residential and general

service customers are in the public interest and should be approved,

k. Modifications to existing rate and service schedules as proposed by the

Company are in the public interest and should be approved,

l. The requested accounting orders for the SCRs at Four Corners and the

OMP are in the public interest and should be approved;
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1

RESPECTFULLY SUBMITTED this let day of June 2016.

m. The step increase for the SCRs using the same procedures as approved in

Decision No. 73183 should be authorized, after notice and hearing,

effective January 1, 2019,

n. The depreciation rates and Palo Verde decommissioning contributions

proposed in the Direct Testimonies of APS witnesses Dr. Ronald White

and Elizabeth Blankenship should be approved; and

o. All other proposals supported by the testimony and the accompanying

exhibits are inthe public interest and should be approved.

7. In addition to setting a hearing date, APS asks that the Commission issue a

procedural order setting forth the prescribed notice for the Application,

establishing procedures for intervention, and providing for appropriate

discovery.

I ..
, i0) 4

By:

83ibmas-*AL Loqofam
MvKrueger

Mum aw
Aysiiieys for Arizona Public Service Company

ORIGINAL and fifteen (15) copies
of the foregoing plus attachments filed this let day of
June2016, with:

Docket Control
ARIZONA CORPORATION COMMISSION
1200 West Washington Street
Phoenix, Arizona 85007
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COPY of the foregoing plus attachments mailed/emailed or hand-delivered
this 1st day of June 2016to:
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Janice Alward
Legal Division
Arizona Corporation Commission
1200 W. Washier
Phoenix, AZ 8585811

Patrick Black
Attorney
Fennemore Crai
2394 East Care back Road, Suite 600
Phoenix, AZ 85016

Thomas Broderick
Utilities Division
Arizona Corporation Commission

Washington
85 07

Law

1200 W.
Phoenix, AZ

Teena Jilibian
Assistant Chief Administrative
Judge
Arizona Corporation Commission
1200 W. Washington
Phoenix, AZ 85 07
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Phoenix, AZ 85016

18



Attachment 1



BRIDGE TO THE FUTURE

Paps°
I



Financial Rate Design (see appendix)

5.74% average customer bill increase
(see below)

3 p.m. - 8 p.m. Monday through Friday
on-peak hours, excluding holidays

8.13% weighted average cost of capital
(includes a 10.5% return on equity)

Three-part (demand) rates for most
residential and small commercial customers

1% return on fair value increment Grandfather existing solar customers

$6.8 billion ACC adjusted rate base,
including 18 months of post-Test Year plant Economic development rate

Base fuel rate of 2.9882 <6/kWh Extra-high load factor rate

Adjustors Other

PSA: Include environmental chemical costs,
cost of water to supply our generation plants,
and contracts with third-party suppliers of
electrical storage (batteries)

Ocotillo Modernization Project: Cost deferral
from date of commercial operation in 2018
and 2019 to the effective date of rates in next
rate case

LFCR: Update to improve the recovery
of lost fixed costs associated with energy
efficiency and distributed generation

SCR installation at Four Corners: Cost deferral
from the time of installation to incorporation
of the SCR costs in rates using a step increase
requested to be effective by January 1, 2019

ElS: Increase cap to $10 million year over year
Arizona Property tax deferral for any changes
in the Arizona property tax rate until the next
rate case

TCA: Add balancing account AMI opt-out: fee $70 one-time set-up fee,
$15 per month meter-reading fee

Overview of Rate Increase ($ in Millions)

Total stated base rate increase
(inclusive of existing adjustor transfers) $433.434 15.00%

Less: Transfer to base rates of various adjustors
already in effect $261551 9.26%

Net customer bill impact $165.883 5.74%
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introduction

In Qoia, ANS celebrated is years of providing its customers safe, reliaPie arid
low-cost electricity. Our proud commitment to ciuaiity arid service bias helped
power Arizona tidrougiw more tidal a century of change arid we look forward
to the opportunities and grovvtlw for the state and our customers swat lie ahead.

The 2016 rate review is the first rate review in five years. Much has changed in the world and in energy
since 2011. From the development of low-cost natural gas through frocking to the explosive growth
of rooftop solar, little, in fact, remains unchanged. To adapt to this changing landscape, APS has made
and continues to make strategic investments that make our operations more efficient and enable
customer choice.

Building on the foundation established in previous rate reviews, the investments and proposals
discussed in this rate review provide a clear and compelling vision of the future. In many respects,
this case serves as a transition from the challenges of the present to the opportunities of the future-
it is a bridge to the future for APS and its customers.

The pace of change is accelerating in many aspects of our lives and the generation and delivery
of energy is certainly no exception. Customers are iNcreasingly utilizing new technologies to better
antral their use of energy. Sending the right price signals will help customers make informed decisions

about the types of technology that will lower costs for everyone.

New rate designs are necessary to ensure that the price a customer pays more accurately reflects the
way that customer uses the electric grid. A modernized pricing structure will allow APS to continue
investing in our communities and updating infrastructure to maintain reliability, support emerging
technologies, and create a cleaner energy for our customers and Arizona.

That is why APS's 2016 Rate Case is so important to the company and our customers. Our proposals
in this case are based on four core values-the pursuit of clean energy, customer choice, innovation,
and sustainability. This includes continuing our transition to clean generation sources, modernizing
our energy infrastructure, and utilizing innovative technologies like solar, energy storage, and smart
thermostats. Building on these values connects today's accomplishments with tomorrow needs,
it builds a bridge to the future.

2 \ APS 2018 Rate Review
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Rate design modernization and reform, especially for residential customers, is not just important,
it is critical. Adding a third billing element, called demand, in addition to making the basic service
charge itself more cost-based, will reduce intra-class subsidies, better reflect the cost of service,
and provide incentives for the deployment of new customer technologies.

The total cost shift to non-solar customers already totals $42.7 million and is growing rapidly.
It is especially notable that this subsidy already exceeds the total annual subsidy currently provided
to limited income customers.

Making progress on the rooftop solar cross-subsidization issue is critical in this proceeding. In just
the time it takes to process this case, that number will grow approximately $20.1 million assuming the
current pace of installations continues. Although APS has not requested recovery of those incremental
costs in this case, we reserve the right to revise our request to include those costs if installations
continue at such a rapid pace.

If no progress is made in this case and the issue is deferred until APS's next case (assuming that case
is 3 years after this case), the total annual cost shift will have ballooned to $102.9 million per year.
The following table summarizes the annual and nominal 20 year cost shift.

Cost Shift Summary

Cost shift for installations through 12/31/2015 $42,7 million/yr

Additional cost shift through7/1/2017 $20.1 million/yr

Additional cost shift from 7/1/2017 to 7/1/2020 $40.1 million/yr

Nominal incremental value of 2O year cost shift $740,000/day

Nominal total value of 2O year cost shift through 7/1/2017 $1 billion

All of these cost shift numbers are specifically related to net energy metering and are in addition
to the over $800 million in cash incentive committed or already paid to rooftop solar customers.
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angel Froetscher
APS Senior Vice President, Transmission, Distribution and Customer Service

Direct Testimony Submitted June 1, 2016
Docket No. E-01345A-16-0036

Direct Testimony Overview APS has aggressively managed costs since
its last rate case through the hard work of its
employees and the thoughtful application
of a rigorous cost management framework.

Each component of this rate Application feeds
into and is critical to achieving three overarching
outcomes:

Mr. Froetscher's direct testimony introduces APS,
and the role the Company plays in Arizona's
communities. He describes the core principles
driving Aps, and the context behind this rate
Application. His testimony concludes with
a high-level discussion of what APS seeks with
this filing, and how the requested relief will
help APS build a bridge to the future of clean,
sustainable energy in Arizona.

1

Direct Testimony Key Points

APS needs to be financially healthy and
stable to continue supplying reliable power at
reasonable prices. This includes the approval
of new rates that reflect APS's costs, and to
reflect the investments APS has made on
behalf of its customers since its last rate case.Mr. Froestcher's direct testimony begins

by describing the large number of significant
changes occurring within the electric industry.
Despite pressures imposed by these myriad
changes, APS remains optimistic and committed
to its core principles of safe, reliable, and
affordable electricity for its customers while
focusing on a sustainable energy future.

APS has experienced slow retail sales growth
over the past five years since its last rate case.
Slow growth coupled with outdated volumetric
rate design has complicated the recovery
of fixed costs needed to maintain the grid and
fulfill APS's responsibilities to its customers.
Nevertheless, APS has a sustained responsibility
to continue supplying customers with reliable
electric service at a reasonable cost. The
proposals set forth in this rate Application are
designed to ensure that APS can continue
fulfilling its core responsibilities even as the
industry transformation continues.

2 APS requires a reasonable return on its
invested capital to continue investing in the
grid that makes clean energy a reality.
A reasonable return can send a positive
message to investors that Arizona is a good
state in which to invest capital.

The design of APS's rates must be modernized
to achieve a sustainable path forward for
all types of clean energy and developing
technologies. The current structure of cross
subsidies does not promote the cost-effective
development of distributed technologies,
and raises serious questions about equity
among customers.

APS's vision for the future of energy in Arizona is
rooted in four areas: clean energy, sustainability,
innovation, and technological options for
customers. APS envisions a flexible, dynamic
distribution platform-a next-generation grid
that enables technological solutions and options

3

4 ANS 2016 Ratxe ReviewI
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for customers and encourages distributed
technologies and effective demand-side
management.

APS is pursuing a long-term business strategy
that supports the adoption of cost-effective
renewable energy by APS and its customers.
Achieving this outcome will require upgrading
physical facilities, refining operational practices,
and modernizing regulatory policies. Specifically,
sustainable clean energy requires:

Approval of APS's rate Application is critical
for the Company to accomplish its pursuit
of clean energy, customer choice, innovation,
and sustainability-all of which are essential
to building a bridge to the future for Arizona.

A flexible grid that can react to changing
and often unpredictable conditions.

An infrastructure that readily integrates the
unpredictable deployment and operating
characteristics of distributed technologies.

With this Application, APS is asking the Commission
to support its vision of a sustainable environment
for clean energy, new technologies, and customer
options. This support entails approval of new rates
that permit healthy and stable financial strength,
a reasonable return on investments made for
the benefit of APS customers, and modernized
regulatory policies and rate structures that
incentivize all forms of technology and produce
equitable results for APS's entire customer base.

A focus on cost-based pricing to encourage,
rather than discourage, new technologies.

APS Direct Testimony 5I
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Barbara D. Lockwood
APS Vice President of Regulation

Direct Testimony Submitted June 1, 2016
Docket No. E-01345A-16-0036

Direct Testimony Overview Metering (NEM) customers and the resultant
$27.3 million in cost shiftto other residential
customers since the Company's last rate case.

APS is also requesting a 10.5% return on equity
as supported by witness Dr. Bente Villadsen,
resulting in an 8.13% weighted average cost of
capital when combined with APS's embedded
cost of debt of 5.13% at the end of the test year.
APS's proposed 5.84% return on fair value rate
base includes a 1% return on the Fair Value
increment of such rate base.

In her direct testimony Ms. Lockwood discusses the
challenges and opportunities that APS experienced
in the five years since its last general rate case, as
well as the environment APS and the Commission
will face in the next five years and beyond.

She also provides an overview of the Company's
rate request, including the initial steps of rate
modernization, and shows how this is essential
for APS to meet its long-term goof of providing
a sustainable energy future for its customers and
the state as a whole.

erect Testimony Key Points

The first SCR at Four Corners will be placed in
service in late 2017 and the second in early 2018.
APS's share of this investment is approximately
$400 million of direct construction costs. APS
is requesting a cost deferral order from the
time of installation to incorporation of the
SCR costs in rates and a step increase in rates.
APS estimates this will require an additional
approximately 2% across-the-board increase in
rates beginning in 2019, or approximately $3.00
per month for a typical APS residential customer.

APS does not seek rate recovery of the Ocotillo
Modernization Project (OMP) in this proceeding.
Rather, the Company asks for an accounting
order running from the date of commercial
operation of the OMP in 2018 and 2019 to the
effective date of rates in APS's next rate case.

APS is requesting a net increase of $165.9 million
in base rates, or 5.74% on average. Ms. Lockwood
terms the request a "net increase" because APS
is seeking to "zero out" or significantly reduce
several current rate adjuster mechanisms and
surcharges by folding these costs, already born
by APS customers, into base rates. The average
annual bill impact for a typical APS residential
customer would be $11.09 per month, or 7.96%.
General Service customers will see lower
percentage increases in their bills. It is also
important to note that APS is seeking a second
or "step" increase in rates for 2019 to reflect
the completion and integration into rates of the
Company's investment in selective catalytic
reduction (SCR) equipment for Four Corners.

Residential rates are proposed to increase more
than the overall average increase due in large
part to absorbing "grandfathered" Net Energy

Although APS continues to believe that full
per-customer revenue decoupling is a superior
and more comprehensive answer to fluctuations
in sales and thus cost recovery, APS will instead
propose changes to the LFCR to make it more

6 Azvs 2016 Rate Review
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effective in recovering unrecovered fixed
costs attributable to rooftop solar and energy
efficiency. These include:

Inclusion of fixed costs attributable to generation
not otherwise recovered through production-
related demand charges,

APS will expand its limited income support
from $35.6 million during the Test Year
to approximately $48 million and provide
an alternative metering program for residential
customers opposed to AMI meters.

Inclusion of regulatory asset costs
(the ultimate example of a fixed cost), and,

Elimination of transmission costs now included
in base rates if the Commission accepts the
Company's proposal to add a balancing
account feature to the TCA.

APS proposes to eliminate the alternative
generation, or AG-1, option for large commercial
and industrial customers. At the same time,
APS wants to offer new rate options for these
types of customers, including a high load factor
rate, an aggregation rate and an economic
development Rate Rider. Other general service
rates will have very few changes because the
Company believes they are already properly
structured and reflect the cost of service.

APS is also requesting a modest expansion of
the environmental improvement surcharge (ElS)
from the current effective cap of $5 million
to an annual year-over-year cap of $10 million.
Improvements to the power supply adjustor
(PSA) and the transmission cost adjustor (TCA)
are likewise requested in this Application as is
the continued deferral of increases in Arizona
property taxes beyond the levels allowed in
rates by the Commission in this proceeding.

A critical part of the Company's rate proposal
is a gradual modernization of its residential and
extra small commercial rate plans. These new
rate proposals will make substantial progress
on the recovery of fixed costs and meeting
system demand, as well as address the specific
subsidization of rooftop solar customers who,
based on the cost of service study sponsored
by witness Snook, are currently only paying
approximately 38% of the cost to provide
them service.

For Aps, this case represents a critical milestone
in our effort to shape the next-generation power
grid for our customers. The Company takes pride
in its leadership in solar energy, rate reform and
energy efficiency, all having delivered significant
benefits to our customers. We seek to continue
innovating, to continue taking the industry forward,
and to continue making our state a great place
to live. To do all of that, we're proposing changes
that benefit APS customers and the Company, and,
if approved, they will serve as a bridge to the future
for Arizona, its residents and the entire region.

ANS Direct Testimony 1 7
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John R. Lucas
APS General Manager of Generation Engineering and Projects

Direct Testimony Submitted June 1, 2016
Docket No. E-01345A-16-0036

Direct Testimony Overview

Mr. Lucas's direct testimony provides a general
overview of APS's Fossil Generation business
unit, and provides a high-level picture of what
is required to safely and reliably generate
electricity at the Company's fossil-fueled power
plants. Specifically, he discusses:

• The Selective Catalytic Reduction (SCR) project
at Four Corners,

Projects completed in the 2015 Test Year and

planned through June 30, 2017, and,

Fossil Generation's contribution to the Company's
post-Test Year Plant Adjustment, which adds
$160.6 million to gross utility plant in service.

Direct Testimony Key Points

APS has been focused on actions needed to
comply with the standards for the Clean Air Act:

Mercury and Air Toxics Standards for Utilities

APS began the SCR project in early 2014.
Its share of the SCR project is estimated
at $4OO million, and an estimated $35 million
is to upgrade the condition of the FGD. The
SCR must be operational at Four Corners for
one of the units by March 31, 2018 and for the
remaining unit by July 31, 2018.

Project expenditures in 2015 that ensure
compliance with environmental regulations
totaled $41 million.

Regional Haze Regulations

Reasonably Available Control Technology

New Source Performance Standards and
New Source Review

Two of the main environmental projects
being completed in the post-Test Year Plant
period include:

In alignment with the EPA's Federal

Implementation Plan and the Consent Decree

issued June 24, 2015 for Four Corners Power Plant

Units 4 and 5, APS must install SCR technology

to reduce the NOx emissions and replace sections

of the Flue Gas Desulfurization (FGD) systems

to meet SO2 emissions removal standards.

Overhaul of Four Corners Units 4 and 5
absorber modules to meet 95% son removal
and reduce moisture carry-over to the steam
stack. The scope of these projects is estimated
to cost more than $20 million.

Installation of an activated carbon injection
system to reduce mercury emissions on
Cholla Units 1 and 3. The scope of these
projects is estimated to cost $6.7 million.

8 I APS 2016 Rate" 95=v1€3»v



John J. Cadogan
APS Vice President of Nuclear Engineering

Direct Testimony Submitted June 1, 2016
Docket No. E-01345A-16-0036

Direct Testimony Overview

1

2

As with the $278.6 million referenced above, the
following five projects, which total $5O million,
will enhance the reliability, safety or efficiency
of Palo Verde's operations:

Improving administrative procedures
governing Palo Verde.

Adding a seventh clarifier train to the Water
Recfamation Facility to allow for extended
outages to repair and refurbish the six original
clarifier trains.

Mr. Cadogan's direct testimony begins with
a description of Palo Verde Nuclear Generating
Station, including a discussion of some of the
unique aspects of nuclear power and, in particular,
Palo Verde's Water Reclamation Facility that
supplies cooling tower makeup water to the
station. Next he describes Palo Verde's budgeting
and cost management practices for both capital
and Operations and Management (O&M), followed
by a general summary of those capital projects
will be placed in service during the post-Test Year
period January 1, 2016, through June 30, 2017.
Finally, he briefly summarizes the impact that
rigorous cost oversight and management have
had on Palo Verde non-fuel O8<M costs.

4

Direct Testimony Key Points

APS is seeking $278.6 million in rate base
additions for Palo Verde through the end
of the 2015 Test Year. Each of these additions
will enhance the reliability, safety or efficiency
of Palo Verde's operations.

3 Repairing concrete in the Unit 1 ultimate
heat sink or spray pond.

Replacing the originally installed Unit 3 main
generator excitation system.

5 Refurbishing Water Reclamation Facility
clarifiers.

The amount of non-fuel, unadjusted total O8<M
for the Test Year was $635.7 million. The APS
share of this was approximately 29.1%.

O8<M costs during the Test Year compare
favorably to the five-year average from 20lO
to 2014. Rigorous cost controls and management
oversight have kept the increase over the
five-year average to below 2%.

Palo Verde expects to add approximately
$124 million of plant by June 30, 2017. These
additions contribute to the Company's overall
proposed post-Test Year Plant adjustment.

ADS Direct Testimony 1 9
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Jacob Tetlow
APS General Manager, Transmission and Distribution Operations and Maintenance

Direct Testimony Submitted June 1, 2016
Docket No. E-01345A-16-0036

Direct Testimony Overview

Mr. Tetlow's direct testimony describes the
Company's ongoing commitment to operate and
maintain the Transmission and Distribution (T&D)
system in a cost-effective and sustainable manner.
He further explains that the infrastructure
replacement and upgrade projects that
incorporate the latest available technologies
will strengthen APS's ability to reliably serve its
customers. Lastly, he outlines the Company's
planned capital expenditures within the T&D
organization that are included in the 18-month
post-Test Year plant pro forma.

Direct Testimony Key Points

Of the $470 million in capital expenditures,
$46.5 million is directly related to installation
of ADMS system components. During the
post-Test Year period, APS will install
supervisory control and data acquisition
(SCADA) devices, communications facilities,
and Distribution Management System and
Outage Management System software
applications associated with ADMS.

The majority of the distribution system capital
expenditures, some $164.7 million, will be
necessary to meet expected growth in the
Company's service territory. New customers
require new distribution feeders, substations,
capacitors, regulators, meters, and other
equipment necessary to ensure the Company
fulfills its obligation to serve and supports the
energy needs of these customers.

Project Illuminate is a major initiative that
will enhance system reliability by allowing
distribution system operators to remotely
monitor and control the system and its
associated devices, and will provide greater
situational awareness of the system in real time.
The cornerstone of the project is the Advanced
Distribution Management System (ADMS) that
will allow for automation of distribution field
devices and significantly enhanced visibility
into APS's system.

The proposed information technology and
facilities capital expenditures for projects that
will be in service through June 30, 2017, total
$2oo million.

APS is proposing that approximately $470
million in Total Company capital expenditures
be included in the Company's post-Test Year
plant pro forma adjustment for distribution,
information technology, and facilities projects.

Beyond ADMS system components, the
largest expenditure in this category during
the post-Test Year period will be approximately
$25.7 million related to the implementation
of Energy Imbalance Market (ElM) protocols
and software. The ElM is a sub-hourly real-time
energy market that will expand the Company's
ability to efficiently dispatch its generating
resources, and will provide additional tools
to manage the impact of rooftop solar
intermittency on the APS system.

TO! ANS 2016 Rate Revlew
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Stacy L. Derstine
APS Vice President of Customer Service and Chief Customer Officer

Direct Testimony Submitted June 1, 2016
Docket No. E-0i345A-16-0036

Direct Testimony Overview Direct Testimony Key Points

Ms. Derstine's direct testimony discusses the key
Customer Service initiatives during the Test Year
and post-Test Year period through June 30, 2017,
including the Company's deployment of the new
customer information and billing system (New CIS),
technology upgrades and enhancements that
make it more convenient and efficient for
customers to do business with APS, and changes
to the limited income program. Also, she will
discuss the Company's current and future
plans to inform and educate customers about
three-part rates and its plan regarding the
transition of customers to three-part rates.

APS has upgraded the notification features of
aps.com. Customers can now log on to aps.com
and elect to receive notifications regarding
outages, kW and kph usage amounts and
bill amounts and via text, phone or email. The
notifications are customizable and customers
can elect what alerts they want to receive, as
well as how and when they want to receive them.

APS is working on the deployment of short,
customized videos that can be sent to customers
via email periodically or after a triggering event.
The videos could also be used to explain bill
and payment options and educate customers
regarding energy efficiency, renewable energy
and three-part rates.

3 ways to save during on-peak hours Weekdays, 3-8 pm

Off-peak hours Weekdays. 8 pm - 3 pm and weekends, 24/7 No Oil-Peak. No Peak Usage

APS Direct Testimony 1 H



Most customers are not interested in knowing
the technical definition of a kilowatt or kilowatt
hour. They simply want APS to help them
understand what they need to know to manage
their energy, which helps them manage their
energy costs. To help customers save money on
a demand rate APS's message is simple: "Shift,
Stagger and Save." (see sample message on
previous page)

APS offices and field personnel carry copies in
their trucks, so they can share this information
with customers who happen to ask them.

APS is also conducting community outreach
with stakeholders an'd community leaders
to discuss its rate case as well as the proposed
demand rates. In addition, APS has pulled
together a Community Outreach team to
present at town halls, Rotary clubs, homeowner
associations, chambers of commerce and other
organizations throughout the community.
This outreach began prior to filing this rate
case and will continue before any customer
transitions to a new rate.

Most customers already understand that it often
makes sense to "shift" to off-peak times when
they do their laundry, run their dishwasher or run
their pool pump. What's new for customers with
a demand rate is learning to "stagger" those
high-energy use activities that a customer
cannot shift to off-peak times or chooses to not
shift to off-peak times. For example, a customer
could stagger using the oven to make dinner
with running the dishwasher or doing laundry.
(see sample scenarios below)

APS needs a New CIS system that can meet the

changing technology needs of its customers and

the business.

APS is using multiple channels to get information
to customers about demand rates. The "Saving
Money is Easy" brochure and other printed
materials about demand and demand rates are
available on aps.com and the azenergyfuture.com
websites. Printed materials are also available in

The New CIS will also allow for a tailored
customer experience. This includes customized
communications, customized website visits and
overall enablement giving the customer a more
relevant and better experience. What's more, the
New CIS will improve operational efficiencies and
allow APS to implement more advanced billing
structures that promote energy technologies
customers want.

STACKED USAGE STAGGERED USAGE

l I
I

I
I

I
IRPM RPM RPM RPM RPM RPM
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The New CIS system is expected to have a total
cost of approximately $120 million.

APS will implement an education plan regarding
changes to its service plans and will work with
customers to refine its messaging. This targeted
campaign will include bill inserts, website content,
emails and direct mail.

APS plans to transition its customers to the new
proposed rate plans in phases. APS will move
customers to the new plans based upon their
billing cycle. No residential customers will be
migrated during the three peak summer months
of June, July and August, months that can be
avoided with a mid-2017 rate case decision.

APS will develop communications that are
simple and easy to understand and not only
describe the specifics of the new plans, but
also allow customers to be aware of behavioral
actions they can take and programs they can
participate in to help manage their demand and
energy usage.

APS will move all residential customers to the
plan that is best for them, provided they are
eligible for that plan. Any time after the new
rate plans first go into effect, a customer may
voluntarily select one of the new plans. They
do not need to wait to be migrated.

APS Direct Testimony ' 13



James c. Wilde
APS Director of Resource Planning

Direct Testimony Submitted June 1, 2016
Docket No. E-01345A-16-0036

Direct Testimony Overview education and resource options to customers
if they choose to manage their demand in
response to APS's proposed three-part rates.

Because APS must build or procure sufficient
resources to meet summer-time peak demand,
a rate structure that coincides with high use
periods would be appropriate. By aligning
customer price signals with high use periods,
APS could defer building or procuring resources
in the future since customers would be
incentivized to reduce peak demand.

In his direct testimony, Mr. Wilde discusses the
changing nature of customer demand patterns
and a general shift from electric resources that
provide energy year-round, to resources that are
highly dispatchable for meeting customers' peak
summer-time demands. He outlines the need for
flexible peaking resources in the APS portfolio
and the benefits of participating in the Energy
Imbalance Market (ElM), as well as a need to
re-align APS's demand side management (DSM)
programs with an emphasis on shifting energy
savings toward meeting demand.

r. Wilde also illustrates the need to update
customer price signals through demand-based
rates and updated time-of-use (TOU) rates. He then
discusses APS's Coal Strategy and demonstrates
the customer benefits of retiring Cholla Unit 2.

Direct Testimony Key Points

The Ocotillo Modernization Project (OMP)
and customer-sited microgrid resources
provide the flexible dispatch characteristics
APS's system needs today and will increasingly
need in the future.

By participating in the ElM, APS will have more
opportunities to take advantage of beneficial
pricing opportunities on behalf of customers.
The ElM enables APS to transact power in
five-minute increments, which provides utilities
not only opportunities to purchase power at low
prices, but also opportunities to sell power
at higher prices. The anticipated annual benefit
to APS customers is expected to be in the range
of $7 million to $18.1 million per year.

The closure of Cholla unit 2 delivered important
economic and environmental benefits for APS
customers. Cholla unit 2 required significant
and expensive upgrades to comply with the
federal Mercury and Air Toxics Standards and
the Regional Haze Rule. Unlike the Four Corners
generating plant, Cholla has much smaller units
and as a result it was not cost effective
to implement the environmental upgrades.

APS expects to need more than 3,500 MW
of new resources by 2022.

APS is re-evaluating its portfolio of DSM programs
to make them more focused on reducing peak
demand, rather than simply reducing energy
across all hours of the year. Such refocused
programs will not only align better with actual
resource needs, but will also provide additional
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Scott Bordenkircher
APS Director of Transmission and Distribution Technology Innovation and Integration

Direct Testimony Submitted June 1, 2016
Docket No. E-01345A-16-0036

Direct Testimony Overview to distribution operators when a power line
has fallen to the ground.

Supervisory capacitor bank controls.
Mr. Bordenkircher's direct testimony describes
key technology investments APS has made
and is making in the electric grid to enhance
reliability and performance, increase efficiency,
enable alternative energy and distributed energy
resources, and empower customer choice.

Capacitor banks improve the overall efficiency
of the utility system and ensure power quality
for customer end-use equipment.

Integrated Volt-vAR Control. IVVC s an
automated system of capacitors and voltage
regulators that can autonomously control
voltage levels along a distribution feeder.

His testimony discusses the Transmission
and Distribution Operations Vision Plan and
the benefits of the included advanced grid
technologies. He further describes key customer
programs including the Solar Partner Program and
the Solar Innovation Study, Red Rock Solar, and
the newly launched microgrid program. Lastly,
Mr. Bordenkircher identifies projects planned
through June 30, 2017, and discusses Technology
Innovation and Integration's contribution to the
company's post-Test Year plant adjustment.

Distribution substation health monitoring.

Direct Testimony Key Points

APS developed a Transmission and Distribution
Operations Vision Plan (Ops Vision Plan)
in 2013 to address APS's advanced grid
technology needs on a five-year rolling basis.
These technologies permit APS to receive near
real-time operational data and more accurate
information about its facilities, infrastructure and
customer power quality. APS's advanced-grid
technologies include:

These include
Downed Conductor Detectors (DCD),
a combination of sensors and automation
technology that provides real-time alerts

Fire mitigation technologies.

Adding real-time monitoring and analysis
devices to APS's substations allows APS
to better predict equipment failures and
make necessary adjustments, prolonging
the life of the equipment.

- Network backbone.Launched in 2013, this
program implements long-distance, high-
bandwidth, secure data communications
between APS's operations centers and field
installations. The use of APS's private network
backbone better ensures cybersecurity and
provides additional reliability and bandwidth
necessary to carry the company's critical data.

APS has implemented Advanced Data Analytics
programs to more accurately predict rooftop
solar production, monitor and trend power
quality, provide outage intelligence, and perform
predictive and preventative asset health analysis.

The Solar Partner Program enables APS
to gain a greater understanding of how
increased penetration of various customer-
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sited technologies affects the grid. Consistent
with Decision No. 74878, APS has installed
approximately 10 MW of rooftop solar on
approximately l,6oo homes at targeted
locations. SPPis exploring how to optimize the
grid and increase reliability for the long-term
benefit of all customers.

Microgrids increase the reliability of the
distribution grid, especially in the local area.
APS will have two microgrids in service by the
third quarter of 2016, a 25 MW partnership with
Marine Corps Air Station Yuma and a 62.5 MW
partnership with Aligned Data Center in Phoenix.

Red Rock Solar is a 40-megawatt single-axis
tracking, grid-scale solar facility. APS will own,
operate, and maintain the plant, and over
the 20 year term of the agreement, ASU and
PayPal will purchase the Renewable Energy
Credits and equivalent energy to what Red Rock
Solar is producing.

APS's Solar Innovation Study is a 75-customer
home energy management and rate research
and development field program designed to
examine the integration of customer-sided
advanced technologies-including rooftop solar,
advanced inverters, home energy management
systems-with demand-based rates.

APS is proposing that approximately $239
million in Total Company capital expenditures
be included in the Company's post-Test Year
plant pro forma adjustment for renewables,
microgrid and technology projects. These
projects contribute $101 million to the Company's
proposed Total Company rate base.

Advanced Metering Infrastructure (AMI) has
resulted in a significant increase in efficiencies,
reductions in O&M costs and vehicle emissions,
as well as an increased opportunity for
customers to gain more knowledge of their
energy use. AMI meters also provide power
quality data which is used to ensure that
electricity is delivered to customers at the correct
voltage. This grants APS operators a greater level
of system visibility and situational awareness,
and makes AMI a foundational platform for many
future advanced grid programs.
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Peter M. Ewen
APS Director of Financial Planning and Forecasts

Direct Testimony Submitted June 1, 2016
Docket No. E-01345A-16-0036

Direct Testimony Overview Direct Testimony Key Points

Mr. Ewen's direct testimony covers three main
areas: APS's financial projections, the system
average cost of fuel for generation and purchased
power, and modifications to the Power Supply
Adjuster (PSA). Specifically, he discusses the
benefits resulting from the regulatory framework
established for APS by the 2012 Settlement
Agreement and explains why, because of the
Settlement's financial design, APS is seeking
a rate increase now.

The 2012 Settlement Agreement led directly
to a perceived improvement in APS's financial
condition and, indeed, APS's actual financial
performance improved as well. For the last four
years, the Company has been able to earn close
to its authorized return on equity (ROE) for the
first time in more than 15 years. Notably, during
this period the Company has not earned more
than its authorized ROE.

Additionally, he sponsors the Company's Base
Fuel and Purchased Power pro forma, which sets
forth the base rate level of fuel and purchased
power expenses. This requested base fuel rate
reflects conditions expected to exist at the time
the requested rates are likely to be in effect,
which, in this proceeding, represents a decrease
from the current authorized rate. The testimony
explains the reasons for this decrease.

Mr. Ewen also discusses a few modifications to the
PSA Plan of Administration (pA). Specifically,
he explains why the inclusion of environmental
chemical costs and generation-related water costs
in the PSA are appropriate, and also explains
how the POA should be adjusted to enable
the Company to potentially take advantage
of energy storage opportunities, if cost effective
and necessary for reliability purposes.

As a consequence, APS's bond ratings have
improved substantially, with material benefits
in lowering the Company's borrowing costs.
Those cost savings are being passed back
to customers in the current rate request.
With the improved financial performance, APS
was able to extend the rate case moratorium
period by an additional year.

The Settlement Agreement was not expected
to extend financial support forever, and APS's
financial metrics are now reflecting the limits
of the mechanisms created to facilitate the
desired rate gradualism.

In the absence of base rate relief and/or other

regulatory support, APS again faces Total

Company ROE projections of 9.0% in 2017, 8.4%

in 2018, and 7.7% in 2019. Returns like these are

far below not only the 10.5% authorized ROE APS

is requesting in this case, but also the 10.46%

average ROE actually earned in 2015 by other

investor-owned utilities throughout the country.
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Without new rate relief that sustains APS's
actual earned ROE at a reasonable level,
APS will face challenges in raising the capital
needed to invest in its system so it can
provide safe and reliable electric service to
APS customers and fulfill Arizona's efficiency,
renewable energy, and other policy objectives.

APS's current base fuel recovery amount
of 3.21¢ per kilowatt-hour (kwh), established
in Decision No. 73183 (May 24, 2012), was
premised on expected 2012 cost levels at the
time of the settlement in that case.

APS uses water to produce steam power
at several of its generating plants, and this water
consumption and the chemicals and chemical
processes used to treat the water vary directly
with the amount of electricity being produced
at the plants on an annual basis. As production
from these power plants varies, so too does the
amount of water and water-related chemicals
used. The Company therefore proposes that
annual changes in the water-related purchase
expense associated with power plant production
be recovered through the PSA.

The Company may have cost-effective
opportunities between rate cases to procure
energy storage products from third-party
providers. These storage products would likely
substitute for capacity purchases from other
resources, thereby displacing costs which would
be recovered through the PSA. Including storage
costs in the PSA will put these costs on the same
footing as more conventional capacity purchase
costs. The Company proposes that the PSA POA
be modified to allow such costs, if incurred,
to be recovered in the PSA.

Given the modest decrease in fuel costs that
has occurred since fuel rates were last set, the
Company proposes that the base fuel recovery
rate be set at 2.99¢/kWh, which reflects
normalized levels of plant performance, expected
2017 fuel and purchased power prices, and a
credit for anticipated off-system sales margins.

APS is proposing to include in the PSA
environmental chemical costs that directly
correlate to the use of fuel. Chemicals, such
as lime, ammonia, and sulfur are used
to scrub the emissions from a coal plant
and are dependent upon the amount of fuel
burned. As production from the power plants
varies, so too does the amount of chemicals
used. The Company therefore proposes that
annual changes in the chemical cost expense
associated with power plant emission controls
be recovered through the PSA.
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Dr. Bente Villadsen
Principal, The Brattle Group

Direct Testimony Submitted June 1, 2016
Docket No. E-01345A-16-0036

Direct Testimony Overview Reasonable Range
for Proxy Group

CApM-based Methods 10.0% - 10.5%

DeF-based Methods 9.9% - 10.8%

Dr. Villadsen determined and presents the
Company's cost of equity and recommends
the specific return on equity that should be
included in its rates. Her testimony also offers
an opinion on the fair value of APS's rate base
and an appropriate fair value rate of return.

Risk Premium Method 10.3%

Direct Testimony Key Points
Dr. Villadsen concludes that APS should be in
the upper half of the range because of, among
other factors, the Company's significant portfolio
of nuclear generation. She notes that APS has
been unable to achieve its allowed ROE since
2002 and currently faces substantial business
uncertainty in connection with unresolved
economic and regulatory issues surrounding
distributed generation. Therefore, she recommend
that an ROE of 10.5% is appropriate for setting
rates in this case.

•

The standard for establishing a fair rate
of return on equity requires that a regulated
utility be allowed to earn a return equivalent
to what an investor could expect to earn on
an alternative investment of equivalent risk.
Therefore, Dr. Villadsen's approach to estimating
the cost of equity for APS focuses on measuring
the expected returns required by investors to
invest in companies that face business and
financial risks comparable to those faced by Aps.

To determine APS's cost of equity Dr. Villadsen
selects a relevant sample of integrated electric
utilities that are subject to regulation as well
as a utility sample whose assets are similar
to those of Aps. She calculates the cost
of equity for the sample using standard Capital
Asset Pricing Models (CAPM), Discounted Cash
Flow (DCF) models and a risk premium model.
Having estimated the cost of equity for the
sample, she then considers specific risks of APS
to derive a range of cost of equity estimates
for the Company. Dr. Villadsen concludes that
a range of reasonable return on equity (ROE)
estimates are as indicated as follows:

Dr. Villadsen finds that the ACC jurisdiction
fair value rate base for APS is $9.976 billion
using the Commission's traditional weighting
of original cost and reconstruction cost new.
She then checks the reasonableness of that
figure using the market value of comparable
benchmark transactions. These transactions
indicate that the APS figure was reasonable,
although toward the bottom of the range.

Dr. Villadsen proposes a rate of return on the
fair value rate base of 8.i3%. She also concludes
that a standalone return on the Fair Value
Increment of 6.04% is appropriate, which
would produce a Fair Value Rate of Return
of 7.46%. APS's proposal of 5.84% is far below
this appropriate level, and thus conservative.



eland R. Snook
APS Director of Rates and Rate Strategy

Direct Testimony Submitted June 1, 2016
Docket No. E-0i345A-16-0036

Direct Testimony Overview • If proposed rates are effective on July 1, 2017,
this requested revenue will allow APS to earn
a rate of return of 5.84% on a fair-value rate
base of $9,976,023,000. The additional revenue,
excluding the "fair value increment," results
in an 8.i3% rate of return on an adjusted
Original Cost Rate Base of $6,77i,l5i,000.

The components of the base rate increase
inclusive of adjustor transfers are as follows:

Mr. Snook's direct testimony supports the
Company's request in this rate case for a net
increase in base rate revenue. His testimony also
describes why the Commission should approve
APS's request for Accounting Deferral Orders
regarding the Ocotillo Modernization Project
(OMP) and the installation of Selective Catalytic
Reduction (SCR) emissions control technology
at the Four Corners Power Plant. Overview of Rate Increase ($ in thousands)

Total base rate increase
(inclusive of adjustor
transfers)

$433,434 15.00%

Less: Transfer to base
rates of various adjustors $267,551 9.26%

Net customer
bill impact

$165,883 5.74%

Mr. Snook outlines the Company's Cost of Service
Study (COSS) that is used to support rate designs
n the Company's Application, as well as the
jurisdictional allocation of costs. Additionally,

he discusses APS's proposed modifications
to its existing Lost Fixed Cost Recovery (LFCR),
Environmental Improvement Surcharge (Els) and
Transmission Cost Adjustor (TCA) mechanisms.

He also reviews the Company's fair value increment
and a new Extra-High Load Factor (XHLF) rate for
extra-large customers. His testimony concludes
with APS's economic development service
schedule and a determination that the AG-1 buy-
through rate program should not be renewed.

Direct Testimony Key Points

APS requests an Accounting Deferral Order from
the Commission to defer for possible subsequent
recovery the costs associated with constructing
the OMP. APS also requests a deferral and step
rate increase for its SCR project.

Mr. Snook describes the COSS that is used

to support APS's rate designs as well as the

jurisdictional allocation of costs. The COSS shows:APS is requesting a net increase in base rate
revenue requirements of $433,434,000. This
amount includes transferring $267,551,000
of revenue currently collected in various
adjustors to base rates. These adjustor
transfers are revenue neutral and do not
change the amount collected.

Why it is appropriate to place residential
customers taking service under APS's Net
Metering Rate Rider into a separate sub-class
of customers,

That under current rates, the revenue from the
residential class covers approximately 86%

in \



100%

- TCA - Add a balancing account for the amounts
collected through the adjustor to be consistent
with all of APS's other adjustor mechanisms.

APS proposes modifications to three of its
existing adjustor mechanisms:

ElS - Provide flexibility to recover environmental
costs by creating a $10 million year-over-year
cap to account for increasing costs.

LFCR - Improve the LFCR's ability
to collect lost fixed costs, and adjust
the LFCR compliance filing process.

After accounting for APS's proposed
rebalancing of the residential cost of service
up to historical levels of 92%, 57% of the
increase in residential rates is directly related
to the cost shift resulting from residential
rooftop solar that has occurred since APS's
last rate case. (see chart below)

of the cost to serve while the general service
class covers 108% of the cost to serve, and

100%
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APS's proposed XHLF general service rate
to customers with at least 5 MW of load and
a monthly average load factor of 92% or more.
Transmission service options would be available
to customers with a minimum size of 15,000 kw.

After a near-five year pilot, APS analyzed the
cost implications of the AG-1 rate experiment
to other customers and can only conclude
that it should not be renewed. APS has had
unmitigated lost margins from the program
every year it has been in place. This revenue
shortfall annually has ranged in magnitude from
$4.5 million to $11.7 million per year.

To support commercial and industrial economic
development in the APS service territory, the
Company proposes to provide a bill discount
over a period up to six years for new customers
with at least 2 MW or increasing loads of at least
l MW and a load factor of 55% or more. The
program will be capped at tOO MW or 50 new
customers, whichever is less (on a MW basis).
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Dr. Ahmad Faruqui
Principal, The Brattle Group

N

Direct Testimony Submitted June 1, 2016
Docket No. E-01345A-16-0036

Direct Testimony Overview

The purpose of Dr. Faruqui's direct testimony
is to comment on the merits of APS's proposal
to make demand charges a universal rate feature
of the residential rate.

An overriding principle of electric rate design
is that of cost causation: revenue collection
should match cost generation.

It is possible that in response to rising energy
prices, some customers might reduce the volume
of electricity they consume but not reduce the

emend they place on the grid, since they never
see a price for demand. Consequently, much
of the fixed costs required to meet their demand
would go unpaid. The net result is that cost-
causers would not pay for all of the costs they
create. Those unrecovered costs would be shifted
to customers who use more volume, creating
inequities and cross subsidies between customers.

With a three-part rate design, customers more
efficiently use the electric grid in a way that also
reduces the cost shift. In addition, demand rates
provide a price signal that would incentivize the
introduction of technologies that reduce demand.
If policy-makers wish to encourage innovative
distributed technologies, demand rates offer
an efficient and equitable method of doing so.

Direct Testimony Key Points

The cost-based price signals in the three-part
rates proposed by APS provide customers with
the financial incentive to make investments
in technologies or otherwise change their
behavior in ways that are most beneficial to the
system. Technologies and behaviors that reduce
a customer's demand should ultimately lead
to a more efficient use of the grid, reduced
costs, and lower bills.

APS has the most highly subscribed residential
three-part rate in the U.S., with over 120,000
customers on its Combined Advantage tariff.
This represents more than 10% of its residential
customer base and more than 20% of its
residential energy sales. When new rate designs
are introduced on a voluntary basis, they rarely
achieve enrollment levels in excess of 10%.
Considering that APS has been offering its
three-part rate on a voluntary basis among
several other rate options, and considering that
enrollment in the three-part rate has grown
over the past several years, this is a very strong
indication that APS's customers are interested
in and prepared for rates with demand charges.

The introduction of a cost-based demand
charge is a significant and necessary
improvement over two-part rate offerings.
APS has shown that residential customers can
respond to demand charges.

The introduction of a three-part rate will not
change APS's revenues.

Each of APS's proposed three-part rates more
closely match demand, fixed, and variable costs
with demand, fixed, and variable charges so that
all customers will pay their fair share.
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Charles A. Miessner
APS Manager of Rates

Direct Testimony Submitted June 1, 2016
Docket No. E-01345A-16-0036

Direct Testimony Overview

Mr. Miessner's direct testimony explains why
there is a compelling need to restructure rates for
residential and small-business customers, and
he provides the specific proposals for new rates.
In addition, Mr. Miessner's testimony describes
how the proposed revenue is allocated to
individual rate classes.

4

Direct Testimony Key Points

of approximately $24 per month. This rate
is very similar to APS's current demand rate.

Extra Small -- a two-part rate for extra-small
customers with no demand charge and
an $18 per month basic service charge.

The three primary rate options proposed for
residential customers will have lower kph
charges, a higher basic service charge, and
a demand charge component. The TOU
on-peak hours will be revised to 3 p.m. to 8 p.m.
weekdays to better reflect the highest system
load hours. The demand will be measured on the
highest average use over an on-peak hour.

Mr. Miessner explains that the higher requested
increase for the residential class is caused in part
by the cost shift from the solar net metering
program, where subsidized bill savings for
solar customers create higher rates for other
residential customers. While this was true in the
last rate case, the volume of installations since
the last case has made this a critical issue.

The new portfolio of residential rates proposed
by APS includes the following:

1 R-1 - a time of use (TOU) rate with a small
demand charge of $6.60/kW during the
on-peak hours and a basic service charge
of approximately $24 per month.

2 ways to save

Using less energy
- Using power at off-peak times

3 ways to save

- Stagger use of major appliances
- Shift usage to off-peak times
- Save on overall energy use2

3

R-2 - a TOU rate with a modest demand
charge of $8.40/kW during on-peak
hours and lower basic service charge
of approximately $14.50 per month.

R-3 .- a TOU rate with lower kph charges
and seasonally differentiated demand charges
of $16.40/kW in the summer and $11.50/kW
in the winter, and a basic service charge

APS also proposes to modify its present
NEM (Net Energy Metering) program for all
but "grandfathered" residential rooftop solar
customers. Power generated and concurrently
consumed on site would still be credited at
the fully-bundled retail energy rate. But APS
proposes that "exported" generation be
(i) measured on an instantaneous basis, and
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(ii) paid through the PSA at an avoided cost
rate to ensure that all other customers only
pay an amount for exported energy that equals
the costs saved due to the exported energy.

APS proposes to "grandfather" solar systems
for which APS has received a complete
interconnection application by July 1, 2017 that
are installed within 180 days. APS proposes
that these grandfathered customers retain
their current rate plans and net metering
arrangements for 2O years after the system
was first interconnected to the APS system.

APS proposes to simplify the discount structure
for the limited-income bill discount program and
provide for increased program participation.

Mr. Miessner also describes some of the
proposed rate changes for business customers,
which include:

The adoption of future technologies depends
on effective prices that reflect cost. When rates
reflect cost, technologies that reduce utility cost
will also provide customers the opportunity
to obtain bill savings that don't involve the cost
shift occurring under the current rate design.

APS has extensive experience with residential
three-part demand rates. APS has offered a
three-part demand rate to residential customers
for decades and is currently serving more than
120,000 customers on the rate. When customers
switch to that rate, they typically reduce both
their demand and energy consumption.

Mr. Miessner concludes that residential rates
should be reformed and modernized to better
align rates with costs, provide appropriate price
signals to customers, and improve the efficient
use of, and funding for, the grid.

1

2

Improving the time-of-use rate options
to work better with the operating schedules
of many businesses by updating the time-
of-use on-peak hours to 3 p.m. to 8 p.m.
weekdays, and

Adding a demand charge component
for extra-small business customers.
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Elizabeth A. Blankenship
APS Director of Accounting Operations

Direct Testimony Submitted June 1, 2016
Docket No. E-01345A-16-0036

Direct Testimony Overview financial projections to actual Test Year data.
APS witness Leland Snook focuses on the
jurisdictional allocation of APS revenues, costs,
and Rate Base items for the actual Test Year and
all pro forma adjustments. Dr. Villadsen's direct
testimony addresses the Company's requested
ROE and overall cost of capital.

Ms. Blankenship's direct testimony addresses the
historical accounting information and pro forma
adjustments required by the Standard Filing
Requirements (SFR) of the Arizona Corporation
Commission in support of the Company's rate
case filing. She sponsors historical information for
the 12-month period ending December 31, 2015,
which was used as the Test Year in this proceeding
and any prior years presented on the SFR Schedules.

She presents testimony concerning the capital
structure of the Company and provides APS's
actual overall cost of capital. This will include
information on the cost of equity and debt capital,
as provided by Dr. Bente Villadsen, APS's cost
of capital and return on equity (ROE) witness.

Direct Testimony Key Points

Ms. Blankenship sponsors more than 4O rate base
and income statement pro forma adjustments.
Because the Company has used a historical test
year, it is necessary to adjust recorded revenues
and expenses for known and measurable
changes. Pro forma adjustments include
normalizations, annualization and out-of-period
adjustments. All of the pro forma adjustments
discussed in her testimony reflect Total Company
amounts prior to any jurisdictional allocation.

Ms. Blankenship's direct testimony also discusses
APS's request for continuation of the property
tax deferral. The 2012 Settlement approved a
property tax deferral that helped to alleviate risk
of changes to property tax rates within Arizona.
APS proposes to defer for future recovery too%
of all changes to Arizona property tax expense
above or below the Adjusted Test Year level of
$181 million caused by changes to the applicable
Arizona composite property tax rate.

Ms. Blankenship's direct testimony covers .
historical accounting data, including the actual
data for the Test Year. The majority of this
information is disclosed directly or indirectly
in both the consolidated APS and consolidated
Pinnacle West audited financial statements,
which are included in filings made with the
Securities and Exchange Commission and other
government agencies for the relevant years.

In large part, her direct testimony supports the
testimony of other APS witnesses. The direct
testimony of APS witness Peter Ewen addresses
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Dr. Ronald E. White
President, Foster Associates Consultants, LLC

Direct Testimony Submitted June 1, 2016
Docket No. E-01345A-16-0036

Direct Testimony Overview

The purpose of Dr. White's direct testimony
is to sponsor and describe the 2016 depreciation
rate study conducted by Foster Associates at the
request of Aps.

Depreciation rates currently used by APS were
approved by the Arizona Corporation Commission
pursuant to a Settlement Agreement in Docket
No. E-01345A-11-0224. (Decision No. 73183, dated
May 24, 2012).

Direct Testimony Key Points

It is the opinion of Foster Associates that
a redistribution of recorded reserves is again
appropriate for APS. Offsetting reserve
imbalances attributable to both the passage of
time and parameter adjustments recommended
in the current study should be realigned among
primary accounts to reduce offsetting imbalances
and increase depreciation rate stability.

Foster Associates is recommending primary
account depreciation rates equivalent to a
composite rate of 2.99%. Depreciation expense
is currently accrued at rates that composite
to 2.45%. The recommended change in the
composite depreciation rate is, therefore,
an increase of 0.54 percentage points.

The goal of depreciation accounting is to charge
to operations a reasonable estimate of the cost
of the service potential of an asset (or group of
assets) consumed during an accounting interval.
A number of depreciation systems have been
developed to achieve this objective, most of
which employ time as the apportionment base.

The need for periodic depreciation studies
is also a derivative of the ratemaking process
which establishes prices for utility services
based on costs. Absent regulation, deficient
or excessive depreciation rates will produce
no adverse consequence other than a
systematic over or understatement of the
accounting measurement of earnings.

261 APS 2016 Rate Review



Change on-peak time-of-use period from noon - 7 p.m. to 3 p.m. _ 8 p.m. Monday through Friday,
excluding holidays.

Reduce the difference in the on- and off-peak energy prices and lower all energy charges.

Offer four rate plan options:

Basic Service Charge
(per month)

Demand Charge
($/kW)**

Summer
Energy Charge
(On/Off Peak $/kWh)

Winter
Energy Charge
con/off Peak $/kwh)

Extra Small* $18 None $0.10324 $o_10324

R-1 $24 $6.60/kW $0.1516/
$0.08070

$0.12730/
$0.08070

R-2 $14.50 $8.40/kw $0.1516/
$0.0808

$0.12730/
$0.0808

R-3 $24
$16.40/kW summer

$11.50/kw winter
$0.0909/
390.05475

$0.06670/
$0.05475

*Extra Small option is available for customers using less than 600kWh per month on average. Partial requirements
customers are not eligible for this rate.

**Demand charge calculated as the average over one hour during the on-peak window only.

The total cost shift from solar customers
to non-solar customers already totals
$42.7 million annually.

The rooftop solar subsidy continues
to grow by $740,000 per day.

By the time this case is resolved in

Mid-2017, the 2O year subsidy will total

Offer a flat bill option where the customer pays
the same amount every month regardless of
how much energy they use or when they use it.

New rooftop solar customers are eligible for
the R-3 customer rate only.

Existing solar customers will be grandfathered
on their existing rate plans for 2O years from
the date of interconnection.

Modify net metering with a retail rate credit
for solar customers offsetting their own load,
and an export rate that credits all energy
delivered to the grid.

over $1 billion.

If the cost shift issue is deferred until APS's
next case, the total annual cost shift will
have ballooned to $102.9 million per year.

+~. , I
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Change time-of-use period for small, medium and large general service customers to 3 p.m. - 8 p.m.
Monday through Friday.

Allow the current AG-1 program to expire.

Transition extra small business customers to a three-part rate with a $35.28 basic service charge,
$6.90/kW demand charge, a summer energy charge of $011129/kWh and a winter energy charge
of $0.07i47/kWh for secondary service.

Offer an aggregation rider that allows large (E-32L) customers with at least 5 MW total load to qualify
for a reduced rate.

Offer an extra-high load factor rate schedule for customers with at least 5 MW of load and monthly
average load factor of 92% or more. Transmission service options available for customers with i5 MW
or more.

Offer an economic development rate for new loads of at least 2 MW or increasing loads of at least
1 MW and a load factor of 55% or more. Set a six-year limit with a program cap of iOn MW or 5O new
customers, whichever is less (on MW basis).

28 | APP 2036 F?81to F9€:*vfQvv
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Customer

APS.com will feature:

- Customer demand and energy usage information (also available on the APS mobile app)

_ A summary of the new rate plans and a link to the tariffs

- Hints and tips for managing demand

APS has requested approval of a new smart thermostat program that will allow customers to receive
an incentive for purchasing a qualifying smart thermostat of their choice.

The education plan will also include community outreach events, stakeholder briefings and open
houses to discuss demand rates and peak usage with community leaders and customers.

Information related to demand will be available on aps.com and azenergyfuture.com.

Printed materials will be available in APS offices, and with APS field personnel.

" *
¢ w 9;

Customer education material will describe the new rate plans and provide information to help
customers manage their demand. APS will use multiple channels and touch points to communicate
with customers, including:

Bill inserts

Website content

Videos

Printed material

3 58"

4

Education and

Peak usage brochures

Email

Direct mail

Transatnon Plan

)

Customers will be transitioned to new rates
in phases.

Once new rate plans are available, customers
may choose any plan for which they are eligible.

If customers do not choose a rate plan, APS will
move each customer to the most beneficial rate
plan for that customer based on past usage.

Transition communication to customers
will explain:

New rates

Timing of the change

Tips on how to "Shift, Stagger and Save"

E*>r'¥d18=€; 1243 t'reQ 3Iu€L:r(8: 1293
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ARIZONAPUBLIC sERvicE COMPANY
RCND BY MAJOR PLANT ACCOUNTS

TEST YEAR ENDED 12/31/2015
(Dollars in Thousands)

Line
No. _Function

PLANT
ACCOUNT DESCRIPTION RCN_

(A)
RCND

(C)

Line
No.

1 .

2.
3.
4.

INTANGIBLES 301
302
303

Organization
Franchises and consents
Miscellaneous intangible plant
SUBTOTAL

$

CONDITION
PERCENT

(B)
0 %  $

56.70%
20.90%

3,341
522,876
526,217

1,895
109,283
111,178

1.

2.

3.
4.

PRODUCTION 5,794

487,993
3, 1 el ,771

789,516
a4s,a77
196,349
42,687
4,41a

1 ,492,21 e
2,494,738

783,842
1,133,537

362,772
(53,660)

240,483
1 ,148,039

271,120
342,275
80,699
30,951

5,
6.
7.
8.
9.

10.
11.
12.
13.
14.
15.
16.
17.
18.
19.
20.
21.
22.
23.
24.
25.
26,
27.
28.
29.
30.
31.
32.
33.
34.
35.

310
310
311
312
314
315
316
317
320
321
322
323
324
325
326
330
331
332
333
334
335
336
337
340
341
342
343
344
345
346

Land and Land Rights
Limit Term Land Rights
Structures and improvements
Boiler plant equipment
Turbogenerator units
Accessory electric equipment
Miscellaneous power plant equip.
ARO for Steam Production
Land and land rights
Structures and improvements
Reac:tor plant equipment
Turbogenerator units
Accessory electric equipment
Misc power plant equip
ARO for Nuclear Production
Limit Term Land Rights
Structures and improvements
Reservoirs, dams, and waterways
Water wheels, turbines and generators
Accessory electric equipment
Miscellaneous power plant equip.
Roads, railroads and bridges
ARO for Hydraulic Production
Land and land rights
Structures and improvements
Fuel holders, products, and accessories
Prime movers
Generators
Accessory electric equipment
Miscellaneous power plant equip.
SUBTOTAL

98.89%
98.78%
49.28%
36.31%
34.34%
40.44%
41 _ 10%
72.51%
0.00%

48.01%
44.85%
49. 11%
36.45%
59.49%

127.92%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%

100.00%
73.29%
58.95%
67.07%
81_17%
77.89%
80.99%

716,413
1,118,890

384,945
413,174
215,813
(68,641)

15,767
178,185
100,653

1 ,448,634
2,079,650

378,039
40,582

15,989,858

15,767
130,592
59,335

971 ,599
1 ,688,052

294,454
32,867

8,092,556

5,729 5.
6.

7.
8.

9.

10.
11.

12.
13.

14.

15.
15.

17.

18.
19.

20.

21 .

22.

23.

24.
25.

26.
27.

28.

29.

to.
31 .

32.

33.
34.

35.

36.
37.
38.
39.
40.
41.
42.
43.
44.
45.

TRANSMISSION 350
350
352
353
354
355
356
357
358

Land and land rights
Limit Term Land Rights
Structures and improvements
Station equipment
Towers and fixtures
Poles and mixtures
Overhead conductors and devices
Underground conduit
Underground conductors and devices
SUBTOTAL

158,033 49.33%
0.00%
4.51%

77.39%
59.22%
75.80%
69.25%
64.19%
75.51%

77,958

194,812
2,330,751

474,903
774,976

1 ,190,643
57,570

141,283
5,322,972

8,786
1 ,803,768

281,238
587,432
824,521
se,95s

106,586
3,727,344

36.
37.
38.
39.
40,
41.
42.
43.
44.
45.

46.
47.
48.
49.
50.
51.
52.
53.
54.
55.
56.
57.
58.
59.
60.

DISTRIBUTION 360
360
361
362
363
364
365
366
367
368
369
370
371
373

Land and land rights
Limit Term Land Rights
Structures and improvements
Station equipment
Storage Battery Equipment
Poles, towers, and fixtures
Overhead conductors and devices
Underground conduit
Underground conductors and devices
Line transformers
Servioes
Meters
Installations on customers' premises
Street lighting and signal systems
SUBTOTAL

62,585 93.95%
0.00%

76.96%
79.98%
88.33%
74.34%
83.66%
74.91 as
64.25%
71 .44%
57.55%
98.93%
sa.a4%
68.96%

58,802

140,782
957,315

2,145
1 ,026,811

851,780
1,145,674
3,713,925
2,642,618

683,489
400,722
104,025
190,014

11 ,921 ,884

108,346
765,661

1 ,894
763,287
712,599
858,224

2,386,197
1 ,887,886

393,348
396,438
71,091

131,033
8,534,806

46.
47.
48.
49.
50.
51.
52.
53.
54.
55.
56.
57.
58.
59.
60.

Schedule B-4
Page 1 of 2



ARIZONA PUBLIC SERVICE COMPANY
RCND BY MAJOR PLANT ACCOUNTS

TEST YEAR ENDED 12/31/2015
(Dollars in Thousands)

Line
No. Function

PLANT
CCOUNl Do_§CRIPTION_ _RCN

(A)

CONDITION
PERQ§NT

(B)
RCNQ

(C)

Line
No.

GENERAL 14,600
359,354

14,516
298,084

305,162 203,787

61.
62.
63.
64.
65.
55.
67.
68.
69.
70.
71.
72.
73.
74.

389
390
390
391
391
392
392
393
394
395
396
397
398

Land and land rights
Structures and improvements
Structures and improvements - Lease
Office furniture and equipment
Capitalized Lease-Computer Equipment
Transportation equipment
Capitalized Lease-Transportation Equip.
Stores equipment
Tools, shop and garage equipment
Laboratory equipment
Power operated equipment
Communication equipment
Miscellaneous equipment
SUBTOTAL

53,170

99.43%
82.95%
0.00%

66.78%
66.78%
31 .13%
0.00%

86.11%
51 i70%
49.53%
27.35%
88.14%
73.78%

1e,554

61.
62.
63.
64.
65.
he.
67.
68.
69.
70.
71.
72.
73.
74.

405
52,945
1,994

22,885
362,766
22,517

1,195,798

268
27,415

987
s,260

247,189
16,613

831,674

75. TOTAL PLANT (a) 34,9se 29
1111 llllll 11

$ 21.297,557 75.

Supporting Schedules:
RCND Study

Recap Schedules:
(a) B-3

Schedule B-4
Page 2 of 2
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ARIZONA PUBLIC SERVICE COMPANY
COMPUTATION OF RCND RATE BASE ELEMENTS

TEST YEAR ENDED 12/31/2015
(Dollars in Thousands)

Line
No. Description

Total
Company

(B + C)
(A)

ACC
(B)

All
Other

(C)

Line
No.

1.
2.
3.
4.

ORIGINAL COST:
Gross Utility Plant in Service
Accumulated Depreciation & Amortization
Net utility Plant in Service

$ 16,835,977
6,402,411

10,433,566

$ 14,362,768
5,632,319
8,730,449

$ 2,473,209
770,092

1,703,117

1.

2.

3.

4.

5.

6.

7.

8.

RCND:
Reproduction Cost New (a)
Accumulated Depredation (a)
Total RCND Plant in Service at 12/31/2015 from B-4 (a)

34,956,729
13,659,172
2t,297,557

29,821,577
12,016,225
17,805,352

5,135.152
1,642,947
3,492,205

5.

6.

7.

9.

10.

11.

Deducions:
Defen'ed Taxes
Investment Tax Credits

6,118,741
187,080

5,024,888
186,047

1,093,852
1,033

9.

10.

11.

12. Total Deferred Taxes and ITC 6,305,821 5,210,935 1,094,885 12.

13.
14.
15.
16.
17.
18.
19.
20.

Customer Advances for Construction
Customer Deposits
Pension Liability
Liability for Asset Retirement
Other Deferred Credits
Coal Mine Reclamation
Unrecognized Tax Benefits
Regulatory Liabilities

115,609
72,622

426,442
443,576
42,847

201,984
35,251

787,438

94,903
72,622

394,050
441,181
41,426

200,611
29,523

756,476

20,706 13.

14.

15.

16.

17.

18.

19.

20.

32,392
2.395
1,421
1,373
5,728

30,962

21. Total Deductions (a) 8,431,590 7,241,727 1,189,862 21.

22.
23.
24.
25.
26.
27.

Additions:
Regulatory Assets
Defen'ed Debit Income Tax Receivable
Miscellaneous Deferred Debits
Depreciation Fund - Decommissioning
Allowance for Working Capital

1,098,378
121,338
735,196
182,625
324,803

1,006,675
113,265
731,226
168,753
305,210

91,703
8,073
3,970

13,872
19,593

22.
23.
24.
25.
26.
27.

28. 2,462,340

29.

Total Additions (a)

Total RCND Rate Base Before Proforma Adj. (a)

137,211 28.

`2,439854 29.

30.
10,013 30.

31.

Proforma Adjustments

Total RCND Rate Base

15,328,sb7

302,154

15 GR() ARI 9:

2,325, 129

12,388,534

292,141

13,180,895 $ 2,449,567 31.

Sunnortina Schedules:
For Lines 2-3 Col. (A): See Schedule B-1, Column (A) page 1 of 2.
For Lines 2-3 Col. (B): See Schedule B-1, Column (D) page 1 of 2.
For Line 6-28 Col, (A): See Schedule B-4, Column (A) page 2 of 2.
For Line 6-28 Col. (B): See Schedule B-4, Column (D) page 2 of 2.

Recap Schedules:
(a) B-3

B.

A.

Sn

Schedule B-4a
Page 1 of 1

8.
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ARIZONA PUBLIC SERVICE COMPANY
COMPUTATION OF WORKING CAPITAL

TEST YEAR ENDED 12/31/2015
(Dollars in Thousands)

Line
No. Description Amount

Line
No.

Working Capital - Operations (a)

Materials and Supplies (b)

Fuel - Coal and Oil (b)

Fuel - Nuclear, Net (b)

Prepayments (b)

Special Deposits & Working Funds (b)

$

Total Allowance for Working Capital (c) $

(113,623)

234,234

45,697

123,139

32,489

2,868

324,803

Supporting Schedules:
(a) Lead-Lag Study
(b) E-1

Recap Schedule
(c) B-1

7.

5.

6.

4.

3.

2.

1.

Schedule B-5
Page 1of 1

6.

7.

5.

4.

3.

2.

1.
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ARIZONA PUBLIC SERVICE COMPANY
TOTAL COMPANY

ADJUSTED TEST YEAR INCOME STATEMENT
TEST YEAR ENDED 12/31/2015

(Dollars in Thousands)

Total Company

Line

De.§¢2tiPti0fl

Actual
For The

Test Year
E_rld€d 12_/3_1/2015_(§_)

(A)

Proforma
Adiustments (b)

(B)

Test Year
Results After

Proforma
Adjustments (c)

(C)

Line
No.

1.
2.
3.

Electric Operating Revenues
Revenues from Base Rates
Revenues from Surcharges
Other Electric Revenues

Total

$ 2,909,848
408,660
174,049

3,492,357

$ 23,340
(408,660)
.. (3,948)

(389,268)

$ 2,932,988 1.
2.
3.
4.

170,101
3,103,089

5.
6.
7.
8.
9.
10.

Operating expenses:
Electric fuel and purchased power
Operations and maintenance excluding fuel expenses
Depreciation and amortization
Income taxes
Other taxes

Total

1,101,298
892,796
474,131
260,143
171,499

2,899,866

(102,374)
(129,678)
134,734

(133,796)
42,192

(188,922)

998,924
763,118
608,865
126,347
213,691

2,710,945

5.
5.
7.
8.
9.

10.

11. Operating income 592,491 (200,346) 392,144 11.

12.
13.
14.
15.
16.

Other income (deductions):
Income taxes
Allowance for equity funds used during construction
Other income
Other expense

Total

14,302
35,215
2,834

(19,019)
33,332

14,302
35,215
2,834

(19,019)
33,332

12.
13.
14.
15.
16.

17. Income before interest deducions 625,823 (200,346) 425,476 17.

18.
19.
20.
21.
22.

Interest deducions:
Interest on long-term debt
Interest on short-term borrowings
Debt discount, premium and expense
Allowance for borrowed funds used during construction

TotaI

179,563
7,376
4,793

(16,183)
175,549

179,563
7,376
4,793

(16,183)
175,549

18.
19.
20.
21.
22.

23. Net income $ 450,274 $ (200,345) $ 249,927 23.

Supporting Schedules:
(a) E-2
(b) C-2

Recap Schedules:

(c) A-2

Schedule C-1
Page 1 of 2

4.



23.

18.
19.
20.
21.
22.

17.

12.
13.
14.
15.
16.

Line
MQ

11.

5.
6.
7.
8.
9.
10.

1.
2.
3.
4.

Ne! income

Interest deductions:
Interest on long-term debt
Interest on short-term borrowings
Debt discount, premium and expense
Allowance for borrowed funds used during construction

Total

Income before interest deductions

Other income (deductions):
lncame taxes
Allowance for equity funds used during construction
Other income
Other expense

Total

Operating income

Operating expenses:
Electric fuel and purchased power
Operations and maintenance excluding fuel expenses
Depreciation and amortization
Income taxes
Other taxes
Total

Description

Electric Operating Revenues
Revenues from Base Rates
Revenues from Surcharges
Other Electric Revenues
Total

ARIZONA PUBLIC SERVICE COMPANY
ACC JURISDICTION

ADJUSTED TEST YEAR INCOME STATEMENT
TEST YEAR ENDED 12/31/2015

(Dollars in Thousands)

$

Actual
For The
Test Year

El']_d€d 12/31/2015
(A)

1 ,094,373
1 ,046,362

420,408
226,096

139,384
2,9_26,623_

2,865,563
408,240
162,496

3,436,299

509,676

50_9,676 -

509,676

Acc Jurisdiction

$ l195.,373)~.

Proforma
Adiustments (a)

(B)

$

- (195_,373)

(195373)

(102,311)
(128,334)
130,023

(129,936)
37,085

(193,473)

23,340
(408,240)

@,946)
(388,846)

$

Test Year
Results After

Proforma
Adjustments (Q)

(C)

$

992,062
918,028
550,431
96,160

176,469
1 2,733,150

314,303

158,550
3,047,453

2,888,903

314,303

314,363

23.

18.
19.
20.
21.
22.

17.

12.
13.
14.
15.
16.

Line
MQ

11.

5.
6.
7.
8.
9.
10.

1 .
2.
a.
4.

Supporting Schedules:
(a) C-2

Recap Sghedulesr

(b) A-1

Schedule C-1
Page 2 of 2
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ARIZONA PUBLIC SERVICE COMPANY
COMPARATIVE BALANCE SHEETS

TEST YEAR ENDED 12/31/2015 AND PRIOR YEARS
(Dollars in Thousands)

Line
No. Description

Test Year
Ended

12/31 /2015

(A)

Prior Year
Ended

12/31/2014
(B)

Prior Year
Ended

12/31 /2013
(C)

Une
no.

1.
2.
3.

UTILITY PLANT:
Plant in service and held for future use
Accumulated depreciation and amortization

Net

$16,412,037
(5,857,507)
10,554,530

$ 15,754,621
(5,585,406)
10,069,215

$ 15, 196,598
(5,627,800)
9,568,798

1.
2.
3.

4.
5.
6.
7.
8.

Construction work in progress (a)
Palo Verde sale leaseback, net of accumulated depreciation
Intangible assets, net of accumulated amortization
Nuclear fuel, net of accumulated amortization (a)

Total property, plant and equipment (a)

812,845 682,807 581,369 4.
5.
6.
7.
8.

123,820
123,139

11,614,334

119,600
125,201

10,_996,823

157,534
124,557

10,432,258

9.
10.
11.
12.

INVESTMENTS AND OTHER ASSETS:
Nuclear decommissioning trust
Assets from risk management activities
Other assets

Total investments and other assets

735,196
12,106
34,455

781,757

713,866
17,620
33862

764,848

642,007
23,815
334709

699,531

9.
10.
11.
12.

22,056
274,428
96,240
(3,125)

234,234
45,697

4,515
297,712
100,533

(3,094)
218,889
37,097

15,905

13.
14.
15.
16.
17.
18.
19.
20.
21.
22.
23.
24.
25.

CURRENT ASSETS:
Cash and cash equivalents
Customer and other receivables
Accrued unbilled revenues
Allowanoe for doubtful accounts
Materials and supplies (at average cost)
Fossil fuel (at average cost)
Income tax receivable
Assets from risk management activities
Deferred fuel and purchased power regulatory asset
Other regulatory assets
Deferred income taxes
Other current assets

Total current assets

149,555

3,725
299,055
96,796
(3,203)

221,682
38,028

135,179
17,169
20,755
76,388

35,765
870,755

13,785
6,926

129,808
55,253
38,693

900,117
39,153

944,727

13.
14.
15.
16.
17.
18.
19.
20.
21.
22.
23.
24.
25.

26.
27.
28.
29.

DEFERRED DEBITSz
Regulatory assets
Assets for other postretirement benefits
Other

Total deferred debits

1,196,003
182,625
127,923

1,506,551

1 ,019,647
149,260
128,026

1,296,933

670,633 26.
27.
28.
29.

114,865
785,498

30. $14,773,397 $ 13,958,721 $ 12_862,014 ea.

Supporting Schedules:
(a) E-5

Recap Schedules:
N/A - See Next Page

Schedule E-1
Page 1 of 2



ARIZONA PUBLIC SERVICE COMPANY
COMPARATIVE BALANCE SHEETS

TEST YEAR ENDED 12/31/2015 AND PRIOR YEARS
(Dollars in Thousands)

Line
No. Description

Test Year
Ended

12/31 /2015
(A)

Prior Year
Ended

12/31/2014
(B)

Prior Year
Ended

12/31/2013
(C)

Line
No.

1.
2.
3.

$ 178,162
2,379,696
2,148,493

$ 178,162
2,379,696
1,968,718

$ 178,162
2,379,696
1,804,398

1.
2.
a.

4.
5.
6.
7.
8.
9.
11.

CAPITALIZATION:
Common stock
Additional paid-in capital
Retained earnings
Accumulated other comprehensive (loss):

Pension and other postretirement benefits
Derivative instruments

Total shareholder equity (b)
Noncontrolling interests

Total equity
Long-term debt less current maturities

Total capitalization

(19,942)
(7,155)

4,679,254

(37,948)
(10,385)

4,478,243

(30,313)
(23,059)

4,308,884

4,679,254
3,523,600
8,202,854

4,478,243
3,0§Q,383
7,574,826

4,308,884
2,639,184
6,945,068

4.
5.
6.
7.
8.
9.
11.

364,684
291 ,574
144,488
56,003
69,400
73,073

147,400
370,150
289,930
131,110
52,358
65,800
72,307

12.
13.
14.
15.
16.
17.
18.
19.
20.
21.
22.
23.
24.
25.

CURRENT LIABILITIES:
Short-term borrowings
Current maturities of long-term debt
Accounts payable
Accrued taxes
Accrued interest
Common dividends payable
Customer deposits
Deferred income taxes
Liabilities from risk management activities
Liabilities for asset retirements
Deferred fuel and purchased power regulatory liabilities
Other regulatory liabilities
Other current liabilities

Total current liabilities

77,716
28,573
9,688

136,078
180,535

1,431,812

59,676
32,462

153,125
514,975
281,237
1 4 4 6 0
48,132
62,500
76,101
2,033

31,892
32,896

12.
13.
14.
15.
16.
17.
18.
19.
20.
21.
22.
23.
24.
25.

130,549
167,302

1,519,044

99,273
130,774

1,555,398

26.
27.
28.
29.
30.
31.
32.
33.
34.
35.
36.

DEFERRED CREDITS AND OTHER:
Deferred income taxes
Regulatory liabilities
Liability for asset retirements
Liabilities for pension and other postretirement benefits
Liabilities from risk management activities
Customer advances
Coal mine reclamation
Deferred investment tax credit
Unrecognized tax benefits
Other

Total deferred credits and other

2,764,489
727,582
415,003
459,065
89,973

115,609
201,984
187,080
35,251

142,696
5,138,732

2,571 ,365
760,440
358,288
424,508
50,602

123,052
198,292
178,607
45,740

154,157
4,865,051

2,347,724
469,998
313,833
476,017

70,315
114,480
207,453
152,361
42,209

167,158
4,361,548

26.
27.
28.
29.
30.
31.
32.
33.
34.
35.
as.

37. TOTAL $14,713,397 $13,958,721 512,862,014 37.

Suooortinq Schedules:
N/A - See previous page

Recap Schedules :
(b) A-3

Schedule E-1
Page 2 of 2
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ARIZONA PUBLIC SERVICE COMPANY
COMPARATIVE INCOME STATEMENTS

TEST YEAR ENDED 12/31/2015 AND PRIOR YEARS
(Dollars in Thousands, except per share amounts)

Line
No, Description

Test Year
12 months

Ended
12/31/2015 (b)

(A)

Prior Year
Ended

12/31/2014

(B)

Prior Year
Ended

12/31/2013

(C)

Line
No.

ELECTRIC OPERATING REVENUES (a) $ 3,492,357 $ 3,488,946 $ 3,451,251

2.
3.

5.

6.

7.

8.

OPERATING EXPENSES
Fuel and purchased power
Operations and maintenance
Depreciation and amortization
Income taxes
Taxes other than income taxes

Total (a)
OPERATING INCOME (a)

1,101,298
892,796
474,131
260,143
171,499

2,899,866
592,491

1 ,179,829
922,103
406,755
245,036
171,583

2,925,306
563,640

1,095,709
937,485
414,762
256,864
163,377

2,868,197
583,054

2.

3.

4.

5.

6.

7.

8.

9.
10.
11.
12.
13.

OTHER INCOME (DEDUCTIONS)
Income taxes

Allowance for equity funds used during construction
Other income
Other expense

Total (a)

14,302
35,215
2,834

(19,019)
33,332

7,676
30,790
11,295

(13,403)
36,358

11,769
25,581

3,896
(20,449)
20,797

9.
10.
11.
12.
13.

14. Income Before Interest Deductions 625,823 599,998 603,851 14.

15.
16.
17.
18.
19.

INTEREST EXPENSE
Interest on long-term debt
Intereston short-term knowings
Debt discount, premium and expense
Allowance for borrowed fundsused during construction

Total (a)

179,563
7,376
4,193

(16,183)
175,549

183,272
6,796
4,168

(15,457)
178,779

183,092
6,605
4,046

(14,861)
178,882

15.

16.

17.

18.

19.

20. NET INCOME (a) 450,214 421,219 424,969 20.

21.
21.

22.

Less: Net income attributable to no controlling interests

NET INCOME ATI'RIBUTABLE TO COMMON SHAREHOLDER _s 450,274 $ 421,219 $ 424,969 22.

23. Average Common Shares Outstanding 71 ,264,947 71,264,947 71 ,264,947 23.

24.
Eamings Per Share of AverageCommon (a)

Stock Outstanding (line 22Aine 23) $ 6.32 $ 5.91 $ 5.96 24.

Supporting Sch_edulgs:
N/A

Recap Schedules:
(a) A-2
(b) C-1

4.

1.

Schedule E-2
Page 1 of 1
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ARIZONA PUBLIC SERVICE COMPANY
COMPARATIVE STATEMENTS OF CHANGES IN FINANCIAL POSITION

TEST YEAR ENDED 12/31/2015 AND PRIOR YEARS
(Dollars in Thousands)

Line
No. Description

I-ll rt

Test Year
Ended

12/31/2015 (a)
(A)

Prior Year
Ended

12/31/2014 (a)

(B)

Prior Year
Ended

12/31/2013 (a)
(C)

No

Cash Flow, from Operating Activities:
Net income $ 450,274 $ 421,219 $ 424,969

2.
3.

5.
6.
7.
8.

551,373
14,997
1,617

(35,215)
223,069

8,473
(381)

485,884
(26,927)
40,757

(30,790)
155,401
26,246

339

491 ,376
21.678
31 ,190

(25,581)
278.101
52.542

534

(21 ,040)
4,293

(23,945)

10.
11.
12.
13.
14.
15.
16.
17.
18.
19.
20.
21.
22.
23.
24.

Items Not Requiring Cash:
Depreciation and amortization including nuder fuel
Defined fuel and purchased power
Deferred fuel and purchased power amortization
Allowance for equity funds used during construction
Deferred income taxes
Deferred investment tax credit
Change in derivative instruments fair value

Changes in current assets and liabilities:
Customer and other receivables
Acaued unbilled revenues
Materials, supplies and fossil fuel
lnoome tax receivable
Other current assets
Accounts payable
Accrued taxes
Other current liabilities

Change in margin and collateral accounts - assets
Change in margin and collateral accounts __ liabilities
Change in long-term regulatory liabilities
Change in long-term income tax receivable
Change in unrecognized tax benefits
Change in other long-term assets
Change in other long-term liabilities

Net cash flow provided by operating activities

4,498
(34,891)
13,378
(3,718)

(324)
22,778

(20,535)

(52,466)
(3,737)
3,724

135,179
3,766

(2,355)
8,650

33,970
(343)

(24,975)
59,618

(10,328)
(10,134)
_(82,628)

1,051 ,608

2,778
(72,060)
(95,642)

1 ,078,236

(46,552)
(1 ,951)

(11,878)
(134,590)
(17,112)
47.870

5,760
(9,005)

993
12,355
64,473

137,665
(91 ,244)
(55,996)

(24,9Q9)
1,150,628

13
14
15
16
17
18
19
20
21
22
23
24

25.
26.
27.
28.
29.
30.
31.

Cash Flows from Investing Activities:
Capital expenditures
Contributions in aid of construction
Allowance for borrowed funds used during construction
Proceeds from nuclear decommissioning trust sales
Investment in nuclear decommissioning trust
Other

Net cash sow used for investing activities

(1,072,053)
46,546

(16,183)
478,813

(496,062)
(1 ,093)

(1,060,032)

(910,084)
20,325

(15,457)
356,195

(373,444)
347

(922,118)

(1 ,016,322)
41 ,090

(14,861)
446,025

(463,274)
(2,067)

(1 ,009,409)

25
26
27
28
29
30
31

32.
33.
34.
35.
36.
37.

Cash Flows from Financing Activities:
Issuance of long-term debt
Repayment of long-term debt
Short-term borrowings and payments - net
Dividends paid on common stock
Noncontrolling interests

Net cash flow provided by (used for) financing activities

842,415
(402,150)
(147,400)
(266,900)

606,126
(502,129)

(5,725)
(253,600)

136,307
(96,150)
60,950

(242,100)

25,965 (155,328) (140,993)

32
33
34
35
36
37

38.
39.
40.

Net increase in cash and cash equivalents
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR
Cash and cash equivalents at end of period $

17,541
4,515

22,056 $

790
3,725
4,515 $

226
3,499
3,725

38
39
40

Suppqrtinfl Schegulesz
N/A

Regan Schedules:
(a) A-5

9.

4.

1.

Schedule E-3
Page 1 of 1
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ARIZONA PUBLIC SERVICE COMPANY
TAXES CHARGED TO OPERATIONS

TEST YEAR ENDED 12/31/2015 AND PRIOR YEARS
(Dollars in Thousands)

Line
No. Description

Test Year
Ended

12/31 /2015

(A)

Prior Year
Ended

12/31/2014

(B)

Prior Year
Ended

12/31/2013

(C)

Line
No.

Federal Taxes:
Income

F.l.C.A.*

$ 20,832

26,229

$ 38,069

26,581

Deferred Income Taxes 207,267

Total 254,328

174,617

239,267

$ (1,013)

25,449

219,408

243,843

State Taxes:
Ad Valorem 171,597 172,435 164,306

Sales and Use**

Income

Deferred Income Taxes

(98)

8,799

23,245

Total

10. Total Taxes

203,543

$ 457,871

(851)

15,399

16,950

203,932

$ 443,200

(928)

12,961

25,508

201,846

$ 445,690 10.

Notes:
* Includes payroll related taxes charged to others. These taxes are included in operations

and maintenance on C-1, E-2 and F-1 .
** Includes local taxes.

Supporting Schedules:
N/A

Recap Schedules:
N/A

9.

8.

7.

6.

5.

4.

3.

2.

1.

Schedule E-8
Page 1 of 1

9.

8.

7.

6.

5.

4.

3.

2.

1.
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

FORM 10-K
(Mark One)

[XI ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE sEcUR1TrEs EXCHANGE ACT OF 1934

For the is cal year ended December31, 2015

OR

l:l TRANSITION REPORT PURSUANT TO SECTION 13 OR l5(d) OF THE SECURITIES EXCHANGE ACT OF 1934

Fur the transition period from m

Rl0nlM; gem oflnenrgndlm;
A we; Md Telephone amber

Commhliall
Fly Number

1-8962

ms E
1¢..»ln41.'l'»'.§'.¥§.,.

86-051243 lPINNACLE WEST CAPITAL CORPORATION
(An Arizona corporation)
400 North Fifth Street, P.0. Box 53999
Phoenix, Arizona 85072-3999
(602)250-1000

1-4473 ARIZONA PUBLIC SERVICE COMPANY 86-0011170

(An Arizona corporation)
400 North Fifth Street, RO. Box 53999
Phoenix, Arizona 85072-3999
(602) 250-1000

Securities registered pursuant to Section 12(b) of the Act:

, P I N N A C L E WEST CAPITALCORPORATION
Till: O1'Eull cn- Name ofznn Enhnge on Which Rnglxund

New York Stock ExchangeCommon Stock,
No Par Value

ARIZONA PUBLIC SERVICE COMPANY None None

Securities registered pursuant to Section l2(g) of the Act:
ARIZONA PUBLIC SERVICE COMPANY Common Stock, Par Value$2.50 per share

Indicate by check mark if the registrant is a well-lmown seasoned issuer, as defined in Rule 405 of the Securities Act

PINNACLE WEST CAPITAL CORPORATION

ARIZONA PUBLIC SERVICE COMPANY

Yes No  D

Yes IX] No U

Indicate by check mark if the registrant is not required to tile reports pursuant to Section 13 or Section l5(d) of the Act.

PINNACLE WEST CAPITAL CORPORATION

ARIZONA PUBLIC SERVICE COMPANY

Yes0 No @

YesD No

Indicate by check mark whether the registrant (1) has Filed all reports required to be tiled by Section 13 or 15(d) of the Securities Exchange Act of 1934 during the preceding 12
months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject to such Being requirements for the past90 days.

PINNACLE WEST CAPITALCORPORATION

ARIZONA PUBLIC SERVICE COMPANY

Yes El No D

Yes No DFH

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data File required to be submitted and posted
pursuant m Rude 405 of Regulation S-T during the prececiing 12 months (or for such shorter period that the registrant was required to submit and post such files),

PINNACLE WEST CAPITAL CORPORATION

ARIZONA PUBLIC SERVICE COMPANY

Yes [8] No D

Yes No DKi

Indicate by check mark if disclosure of delinquent tilers pursuant to Item 405 ofkegulation S-K is not contained herein, and will not be contained, tn the best ofregistrentls
knowledge, in definitive proxy or information statements incorporated by reference in Part Ill of this Form 10-K or in any amendment to this Fern 10-K.IZII

Indicate by check mark whether the registrant is a l=lx= accelerated idler, an accelerated Elem, a non-accelerated E'er, or a
*accelerated Elem," "accelerated Elem" and "smaller reporting company" in Rule l2b-2 of the Exchange Act. (Check one):

"Illtiler reporting company. See the definitions of "large

Schedule E-9
Page 2 of 193

I II
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PINNACLE WEST CAPITAL CORPORATION

Large accelerated filer

Non-accelerated Elem U

(Do not check ifasmaller reporting company)

131 Accelerated E'er III

Smaller reporting company D

ARIZONA PUBLIC SERVICE COMPANY

Large accelerated Hied EI

Non-accelemated filer III

(Do not check if smaller reporting company)

Accelerated filer D

Smaller reporting companyD

Indicate by check mark whether each registrant is a shell company (as defined in Rule l2b-2 of the Act). Yes D No8

State the aggregate market value of the voting and non-voting common equity held by non-aHiliates, computed by reference to the price at which the common equity was last sold, or
die average hid and asked price of such common equity, as of the last business day of each registrants most recently completed second fiscal quarter:

PINNACLE WEST CAPITAL CORPORATION

ARIZONA PUBLIC SERVICE COMPANY

$6,271,269,l7l as of lune 30, 2015

$0 as of lune 30, 2015

The number ofshaxes outstanding of each registrant's common stock as of February 12, 2016

PINNACLE WEST CAPITAL CORPORATION

ARIZONA PUBLIC SERVICE COMPANY

111,004,916 shams

Common Stock, $2.50 par value, 71,264,947 shares. Pinnacle West Capital
Corporation is the sole holder of Alizona Public ServiceCompany'sCommon Stock.

DOCUMENTS INCORPORATED BY REFERENCE
Portions ofPinnacle West Capital Corporation's definitive Proxy Statement relating to its Annual Meeting ofShareholdels to be held on May 18, 2016 ale incorporated by reference
into Part III hereof

Arizona Public Service Company meets the conditions set forth in General Instruction I(l)(a) and (b) of Form 10-K and is therefore filing this form with the
reduced disclosure format allowed under that General Instruction.

Schedule E-9
Page 3 of 193
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This combined Form 10-K is separately tiled by Pinnacle West and APS. Each registrant is filing on its
own behalf all of the information contained in this Form 10-K that relates to such registrant and, where required,
its subsidiaries. Except as stated in the preceding sentence, neither registrant is filing any information that does
not relate to such registrant, and therefore makes no representation as to any such information. The information
required with respect to each company is set forth within the applicable items. Item 8 of this report includes
Consolidated Financial Statements of Pinnacle West and Consolidated Financial StatementsofAPS. Item 8 also
includes Combined Notes to Consolidated Financial Statements.
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GLOSSARY OF NAMES AND TECHNICAL TERMS

' Acc
ADEQ

AFUDC

ANPP

APS

ARO

BART

Base Fuel Rate

BCE

BHP Billiton

BNCC

CAISO

CCR

Cholla

do

distributed energy systems

DOE
DOI
DOJ

DSM

DSMAC

EES

El Dorado

EL Paso

EPA

FERC

Four Corners

GWh

kV

kph

LFCR

MMBtu

MW

MWh

Native Load

Navajo Plant

NERC

NRC

NTEC

OCI

OSM

Palo Verde

Pinnacle West

PSA

RES

Salt River Project or SRP

SCE

SIB

• TCA

VIE

Alternating Current

Arizona Corporation Commission

Arizona Department of Environmental Quality

Allowance for Funds Used During Construction

Arizona Nuclear Power Project, also known as Palo Verde

Arizona Public Service Company, a subsidiary of the Company

Asset retirement obligations

Best available retrofit technology

The portion of APS's retail base rates attributable to fuel and purchased power costs

Bright Canyon Energy Corporation, a subsidiary of the Company

BHP Billiton New Mexico Coal, Inc.

BHP Navajo Coal Company

California Independent System Operator

Coal combustion residuals

Cholla Power Plant

Direct Current

Small-scale renewable energy technologies that are located on customers' properties, such as rooftop solar
systems

United States Department of Energy

United States Department of the Interior

United States Department of Justice

Demand side management

Demand side management adjustment charge

Energy Efficiency Standard

El Dorado Investment Company, a subsidiary of the Company

El Paso Electric Company

United States Environmental Protection Agency

United States Federal Energy Regulatory Commission

Four Corners Power Plant

Gigawatt-hour, one billion watts per hour

Kilovolt, one thousand volts

Kilowatt-hour, one thousand watts per hour

Lost Fixed Cost Recovery Mechanism

One million British Thermal Units

Megawatt, one million watts

Megawatt-hour, one million watts per hour

Retail and wholesale sales supplied under traditional cost-based rate regulation

Navajo Generating Station

North American Electric Reliability Corporation

United States Nuclear Regulatory Commission

Navajo Transitional Energy Company, LLC

Other comprehensive income

Office of Surface Mining Reclamation and Enforcement

Palo Verde Nuclear Generating Station or PVNGS

Pinnacle West Capital Corporation (any use of the words "Company," "we," and "our" refer to Pinnacle West)

Power supply adjustor approved by the ACC to provide for recovery or refund of variations in actual fuel and
purchased power costs compared with the Base Fuel Rate

Arizona Renewable Energy Standard and Tariff

Salt River Project Agricultural Improvement and Power District

Southern California Edison Company

System Improvement Benefits

Transmission cost adjustor

Variable interest entity
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FORWARD-LOOKING STATEMENTS

This document contains forward-looking statements based on current expectations. These forward-
ooking statements are often identified by words such as "estimate," "predict," "may," "believe," "plan,"

"expect," "require," "intend," "assume" and similar words. Because actual results may differ materially from
expectations, we caution readers not to place undue reliance on these statements. A number of factors could
cause future results to differ materially from historical results, or from outcomes currently expected or sought
by Pinnacle West or APS. In addition to the Risk Factors described in Item lA and in Item 7 -
"Management's Discussion and Analysis of Financial Condition and Results of Operations," these factors
include, but are not limited to:

our ability to manage capital expenditures and operations and maintenance costs while maintaining
reliability and customer service levels,
variations in demand for electricity, including those due to weather, the general economy, customer and
sales growth (or decline), and the effects of energy conservation measures and distributed generation,
power plant and transmission system performance and outages,
competition in retail and wholesale power markets,
regulatory and judicial decisions, developments and proceedings,
new legislation or regulation, including those relating to environmental requirements, nuclear plant
operations and potential deregulation of retail electric markets,
fuel and water supply availability;
our ability to achieve timely and adequate rate recovery of our costs, including returns on and of debt and
equity capital investment;
our ability to meet renewable energy and energy efficiency mandates and recover related costs,
risks inherent in the operation of nuclear facilities, including spent fuel disposal uncertainty,
current and future economic conditions in Arizona, including in real estate markets,
the development of new technologies which may affect electric sales or delivery,
the cost of debt and equity capital and the ability to access capital markets when required,
environmental and other concerns surrounding coal-tired generation, including regulation of greenhouse
gas emissions,
volatile fuel and purchased power costs,
the investment perfonnance of the assets of our nuclear decommissioning trust, pension, and other
postretirement benefit plans and the resulting impact on future funding requirements,
the liquidity of wholesale power markets and the use of derivative contracts in our business,
potential shortfalls in insurance coverage,
new accounting requirements or new interpretations of existing requirements,
generation, transmission and distribution facility and system conditions and operating costs,
the ability to meet the anticipated future need for additional generation and associated transmission
facilities in our region,
the willingness or ability of our counterparties, power plant participants and power plant land owners to
meet contractual or other obligations or extend the rights for continued power plant operations, and
restrictions on dividends or other provisions in our credit agreements and ACC orders.

These and other factors are discussed in the Risk Factors described in Item IA of this report, which
readers should review carefully before placing any reliance on our financial statements or disclosures. Neither
Pinnacle West nor APS assumes any obligation to update these statements, even if our internal estimates
change, except as required by law.
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PART I

ITEM 1. BUSINESS

Pinnacle West

Pinnacle West is a holding company that conducts business through its subsidiaries. We derive
essentially all of our revenues and earnings from our wholly-owned subsidiary, APS. APS is a vertically-
integrated electric utility that provides either retail or wholesale electric service to most of the State of Arizona,
with the major exceptions of about one-half of the Phoenix metropolitan area, the Tucson metropolitan area
and Mohave County in northwestern Arizona.

Pinnacle West's other subsidiaries are El Dorado and BCE. Additional information related to these
subsidiaries is provided later in this report.

Our reportable business segment is our regulated electricity segment, which consists of traditional
regulated retail and wholesale electricity businesses (primarily electric service to Native Load customers) and
related activities, and includes electricity generation, transmission and distribution.

BUSINESS OF ARIZONA PUBLIC SERVICE COMPANY

APS currently provides electric service to approximately 1.2 million customers. We own or lease
6,186 MW of regulated generation capacity and we hold a mix of both long-teml and short-term purchased
power agreements for additional capacity, including a variety of agreements for the purchase of renewable
energy. During 2015, no single purchaser or user of energy accounted for more than 1.3% of our electric
avenues.
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The following map showsAPS's retail service territory, including the locations of its generating
facilities and principal transmission lines.
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To serve its customers, APS obtains power through its various generation stations and through
purchased power agreements. Resource planning is an important function necessary to meet Arizona's future

energy needs. APS's sources of energy by type used to supply energy to Native Load customers during 2015
were as follows:

Energy Sources and Resource Planning

Table of Contents

Renewables (owned):

1.5%

Purchased Power -

Renewables: 5.1%

Purchased Power -

Conventional: 17.1%

Gas/Oil: 18.5%

Nuclear: 26.8%

Coal: 31.0%

Generation Facilities

APS has ownership interests in or leases the coal, nuclear, gas, oil and solar generating facilities
described below. For additional information regarding these facilities, see Item 2. ,

Coal-Fueled Generating Facilities

Four Corners - Four Corners was originally a 5-unit coal-tired power plant, which is located in the
northwestern comer of New Mexico. APS operates the plant and owns 100% of Four Corners Units 1, 2 and 3
and 63% of Four Comers Units 4 and 5 following the acquisition of SCE's interest in Units 4 and 5 described
below. As of December 30, 2013, APS retired Units 1, 2 and 3. APS has a total entitlement from Four Comers
of 970 MW.

On December 30, 2013, APS purchased SCE's 48% interest in each of Units 4 and 5 of Four Corners.
The final purchase price for SCE's interest was approximately $182 million. In connection with APS's most
recent retail rate case with the ACC, the ACC reserved the right to review the prudence of the Four Corners
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transaction for cost recovery purposes upon the closing of the transaction. On December 23, 2014, the ACC
approved rate adjustments related to APS's acquisition of SCE's interest in Four Corners resulting in a revenue
increase of $57.1 million on an annual basis. On February 23, 2015, the ACC decision approving the rate

adjustment was appealed. APS has intervened and is actively participating in the proceeding. The Arizona
Court of Appeals has suspended the appeal pending the Arizona Supreme Court's decision in the SIB matter
discussed in Note 3, which could have an effect on the outcome of this Four Corners proceeding. We cannot
predict when or how this matter will be resolved.

Concurrently with the closing of the SCE transaction, BHP Billiton, the parent company of BNCC, the
coal supplier and operator of the mine that serves Four Corners, transferred its ownership of BNCC to NTEC, a
company formed by the Navajo Nation to own the mine and develop other energy projects. BHP Billiton will
be retained by NTEC under contract as the mine manager and operator until July 2016. Also occurring
concurrently with the closing, the Four Corners' co-owners executed a long-term agreement for the supply of
coal to Four Corners from July 2016, when the current coal supply agreement expires, through 2031 (the "2016
Coal Supply Agreement"). El Paso, a 7% owner in Units 4 and 5 of Four Corners, did not sign the 2016 Coal
Supply Agreement. Under the 2016 Coal Supply Agreement, APS has agreed to assume the 7% shortfall
obligation. On February 17, 2015, APS and El Paso entered into an asset purchase agreement providing for the
purchase by APS, or an affiliate ofAPS, of El Paso's 7% interest in each of Units 4 and 5 of Four Corners. The
cash purchase price, which will be subject to certain adjustments at closing, is immaterial in amount, and the
purchaser will assume El Paso's reclamation and decommissioning obligations associated with the 7% interest.
Completion of the purchase is subject to the receipt of certain regulatory approvals and is expected to occur in
July 2016.

When APS, or an affiliate ofAPS, ultimately acquires El Paso's interest in Four Comers, NTEC has the
option to purchase the interest within a certain timeframe pursuant to an option granted by APS to NTEC. On

December 29, 2015, NTEC notified APS of its intent to exercise the option. APS is negotiating a definitive
purchase agreement with NTEC for the purchase of the 7% interest. The 2016 Coal Supply Agreement
contains alternate pricing terms for the 7% shortfall obligations in the event NTEC does not purchase the
interest.

EPA, in its final regional haze rule for Four Corners, required the Four Corners' owners to elect one of
two emissions alternatives to apply to the plant. On December 30, 2013, APS, on behalf of the co-owners,
notified EPA that they chose the alternative BART compliance strategy requiring the permanent closure of
Units l, 2 and 3 by January l, 2014 and installation and operation of SCR controls on Units 4 and 5 by July 31,
2018. On December 30, 2013, APS retired Units l, 2 and 3.

The Four Corners plant site is leased from the Navajo Nation and is also subject to an easement from
the federal government. APS, on behalf of the Four Comers participants, negotiated amendments to an
existing facility lease with the Navajo Nation, which extends the Four Corners leasehold interest from 2016 to
2041. The Navajo Nation approved these amendments in March 201 l. The effectiveness of the amendments
also required the approval of the DOI, as did a related federal rights-of-way grant. A federal environmental
review was undertow<en as part of the DOI review process and culminated in the issuance by the DOI of a
record of decision on July 17, 2015. The record of decision provided the authority for the Bureau of Indian
Affairs to sign the lease amendments and rights-of-way renewals, which occurred in late July2015.

On December 21, 2015, several environmental groups filed a notice of intent to sue with OSM and
other federal agencies under the Endangered Species Act alleging that OSM's reliance on the Biological
Opinion and Incidental Take Statement prepared in connection with the environmental review described above
were not in accordance with applicable law. We are monitoring this matter and will intervene if a lawsuit is
filed. We cannot predict the timing or outcome of this matter.

Ev
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In 2012, several environmental groups filed a lawsuit in federal district court against OSM challenging
OSM's 2012 approval of a permit revision which allowed for the expansion of mining operations into a new
area of the mine that serves Four Corners ("Area IV North"). In April 2015, the court issued an order
invalidating the permit revision, thereby prohibiting mining in Area IV North until OSM takes action to cure
the defect in its permitting process identified by the court. On December 29, 2015, OSM took action to cure
the defect in its permitting process by issuing a revised environmental assessment and finding of no new
significant impact, and reissued the permit. This action is subject to possible judicial review.

C h o l l a  - Cholla was originally a 4-unit coal-fired power plant, which is located in northeastern
Arizona. APS operates the plant and owns 100% of Cholla Units 1, 2 and 3. PacifiCorp owns Cholla Unit 4,
and APS operates that unit for PacifiCorp. On September ll, 2014, APS announced that it would close its 260
MW Unit 2 at Cholla and cease burning coal at Units 1 and 3 by the mid-2020s if EPA approves a compromise
proposal offered by APS to meet required environmental and emissions standards and rules. On April 14,
2015, the ACC approved APS's plan to retire Unit 2, without expressing any view on the future recoverability
OfAPS's remaining investment in the Unit. (See Note 3 for details related to the resulting regulatory asset and
Note 10 for details of the proposal.) APS believes that the environmental benefits of this proposal are greater
in the long term than the benefits that would have resulted from adding the emissions control equipment. APS
closed Unit 2 on October l, 2015. Following the closure of Unit 2, APS has a total entitlement from Cholla of
387 MW.

APS purchases all of Cholla's coal requirements from a coal supplier that mines all of the coal under
long-term leases of coal reserves with the federal and state governments and private landholders. The Cholla
coal contract runs through 2024. In addition, APS has a long-term coal transportation contract that runs
through 2017. See "Current and Future Resources - Future Resources and Resource Plan" below for a

discussion of future plans for Cholla.

Navajo Generating Station - The Navajo Plant is a 3-unit coal-tired power plant located in northern
Arizona. Salt River Project operates the plant and APS owns a 14% interest in Navajo Units l, 2 and 3. APS
has a total entitlement from the Navajo Plant of 315 MW. The Navajo Plant's coal requirements are purchased
from a supplier with long-term leases from the Navajo Nation and the Hopi Tribe. The Navajo Plant is under
contract with its coal supplier through 2019, with extension rights through 2026. The Navajo Plant site is
leased from the Navajo Nation and is also subject to an easement from the federal government. The current
lease expires in 2019. See "Environmental Matters - EPA Environmental Regulation - Regional Haze Rules -
Navajo Plant" below for a discussion of potential i'uture plans for the Navajo Plant.

These coal-fueled plants face uncertainties, including those related to existing and potential legislation
and regulation, that could significantly impact their economics and operations. See "Environmental Matters"
below and "Management's Discussion and Analysis of Financial Condition and Results of Operations
Overview and Capital Expenditures" in Item 7 for developments impacting these coal-fueled facilities. See
Note 10 for information regarding APS's coal mine reclamation obligations.

Nuclear

Palo Verde Nuclear Generating Station - Palo Verde is a 3-unit nuclear power plant located
approximately 50 miles west of Phoenix, Arizona. APS operates the plant and owns 29. 1% of Palo Verde
Units 1 and 3 and approximately 17% of Unit 2. In addition, APS leases approximately 12.1% ofUnit 2,
resulting in a 29. 1% combined ownership and leasehold interest in that unit. APS has a total entitlement from
Palo Verde of 1,146 MW.
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Palo Verde Leases - In 1986, APS entered into agreements with three separate lessortrust entities in
order to sell and lease back approximately 42% of its share of Palo Verde Unit 2 and certain common facilities.
The leaseback was originally scheduled to expire at the end of 2015 and contained options to renew the leases
or to purchase the leased property for fair market value at the end of the lease terms. On July 7, 2014, APS
exercised the fixed rate lease renewal options. The length of the renewal options resulted in APS retaining the
assets through 2023 under one lease and 2033 under the other two leases. At the end of the lease renewal
periods, APS will have the option to purchase the leased assets at their fair market value, extend the leases for
up to two years, or return the assets to the lessors. See Note 18 for additional information regarding the Palo
Verde Unit 2 sale leaseback transactions.

Palo Verde Operating Licenses - Operation ofeach of die three Palo Verde Units requires an
operating license from the NRC. The NRC issued full power operating licenses for Unit 1 in June 1985, Unit 2
in April 1986 and Unit 3 in November 1987, and issued renewed operating licenses for each of the three units
in April 2011, which extended the licenses for Units 1, 2 and 3 to June 2045, April 2046 and November 2047,
respectively.

Palo Verde Fuel Cycle - The Palo Verde participants are continually identifying their future nuclear
fuel resource needs and negotiating arrangements to fill those needs. The fuel cycle for Palo Verde is
comprised of the following stages:

• mining and milling of uranium ore to produce uranium concentrates,
conversion of uranium concentrates to uranium hexafluoride,

• enrichment of uranium hexafluoride,
• fabrication of fuel assemblies,

utilization of fuel assemblies in reactors, and
• storage and disposal of spent nuclear fuel.

The Palo Verde participants have contracted for 100% of Palo Verde's requirements for uranium
concentrates and conversion services through 2018 and 45% of its requirements in 2019-2025. The
participants have also contracted for 100% of Palo Verde's enrichment services through 2020 and 20% of its
enrichment services for 2021-2026, and all of Palo Verde's fuel assembly fabrication services through 2022.

Spent Nuclear Fuel and Waste Disposal - The Nuclear Waste Policy Act of 1982 ("NWPA") required
the DOE to accept, transport, and dispose of spent nuclear fuel and high level waste generated by the nation's
nuclear power plants by 1998. The DOE's obligations are reflected in a contract for Disposal of Spent Nuclear
Fuel and/or High-Level Radioactive Waste (the "Standard Contract") with each nuclear power plant. The DOE
failed to begin accepting spent nuclear fuel by 1998. APS is directly and indirectly involved in several legal
proceedings related to DOE's failure to meet its statLltory and contractual obligations regarding acceptance of
spent nuclear fuel and high level waste.

APS Lawsuit for Breach ofStandara' Contract - In December 2003, APS, acting on behalf of itself
and the participant owners of Palo Verde, filed a lawsuit against DOE in the U.S. Court of Federal Claims for
damages incurred due to DOE's breach of the Standard Contract. The Court of Federal Claims led in favor
ofAPS and the Palo Verde participants in October 2010 and awarded $30.2 million in damages to APS and the
Palo Verde participants for costs incurred through December 2006.

On December 19, 2012, APS, acting on behalf of itself and the participant owners of Palo Verde, filed a
second breach of contract lawsuit against the DOE. This lawsuit sought to recover damages incurred due to
DOE's failure to accept Palo Verde's spent nuclear fuel for the period beginning January 1, 2007 through
ume 30, 2011. On August 18, 2014, APS and DOE entered into a settlement agreement, stipulating to a

dismissal of the lawsuit and payment of $57.4 million by DOE to the Palo Verde owners for certain specified
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costs incurred by Palo Verde during the period January 1, 2007 through June 30, 2011. APS's share of this
amount is $16.7 million.

APS's first claim made pursuant to the terms of the August 18, 2014 settlement agreement, which was for
the period July 1, 2011 through June 30, 2014, was for $42.0 million (APS's share of this amount was $12.2
million), and payment was received on June 1, 2015. APS's second claim made pursuant to the terms of the August
18, 2014, settlement agreement, which was for the period July 1, 2014 through June 30, 2015, and was for $12.0 .
million (APS's share of this amount is $3.6 million), was submitted to the DOE on November 2, 2015. The second
claim is presently being reviewed by DOE.

Amounts recovered in the lawsuit and settlement were recorded as adjustments to regulatory liability
and had no impact on current income.

The One-MII Fee - In 2011, the National Association of Regulatory Utility Commissioners and the
Nuclear Energy Institute challenged DOE's 2010 determination of the adequacy of throne tenth of a cent per
kph fee (the "one-mill fee") paid by the nation's commercial nuclear power plant owners pursuant to their
individual obligations under the Standard Contract. This fee is recoveredby APS in its retail rates. 111
June 2012, the U.S. Court ofAppeals for the District of Columbia Circuit (the "D.C. Circuit") held that DOE
failed to conduct a sufficient fee analysis in making the 2010 determination. The D.C. Circuit remanded the
2010 determination to the Secretary of the DOE("Secretary") with instructions to conduct a new fee adequacy
determination within six months. In February 2013, upon completion of DOE's revised one-mill fee adequacy
determination, the D.C. Circuit reopened the proceedings. On November 19, 2013, the D.C. Circuit found that
the DOE did not conduct a legally adequate fee assessment and ordered the, Secretary to notify Congress of his
intent to suspend collecting annual fees for nuclear waste disposal from nuclear power plant operators, as he is
required to do pursuant to theNWPA and the D.C. Circuit's order. On January 3, 2014, the Secretary notified
Congress of his intention to suspend collection of the one-mill fee, subject to Congress' disapproval. On May
6, 2014, the DOE notified all commercial nuclear power plant operators who are party to a Standard Contract

that it reduced the one-mill fee to zero, thus effectively terminating the one-mill fee.

DOE is Construction Authorization Application for Yucca Mountain - The DOE had planned to meet
its NWPA and Standard Contract disposal obligations by designing, licensing, constructing, and operating a
permanent geologic repository at Yucca Mountain, Nevada. In June 2008, the DOE submitted its Yucca
Mountain construction authorization application to theNRC, but in March 2010, the DOE filed a motion to
dismiss with prejudice the Yucca Mountain construction authorization application. Several interested parties
have also intervened in the NRC proceeding. Additionally, a number of interested parties filed a variety of
lawsuits in different jurisdictions around the country challenging the DOE's authority to withdraw the Yucca
Mountain construction authorization application and NRC's cessation of its review of the Yucca Mountain
construction authorization application. The cases have been consolidated into one matter at the D.C. Circuit.
In August2013, the D.C. Circuit ordered the NRC to resume its review of the application with available
appropriated funds.

On October 16, 2014, the NRC issued Volume 3 of the safety evaluation report developed as part of the
Yucca Mountain construction authorization application. This volume addresses repository safety alter
permanent closure, and its issuance is a key milestone in the Yucca Mountain licensing process. Volume 3
contains the staff's finding that the DOE's repository design meets the requirements that apply after the
repository is pemianently closed, including but not limited to the post-closure performance objectives in
NRC's regulations.

On December 18, 2014, the NRC issued Volume 4 of the safety evaluation report developed as part of
e Yucca Mountain construction authorization application. This volume covers administrative and

programmatic requirements for the repository. It documents the staff's evaluation of whether the DOE's
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research and development and performance confirmation programs, as well as other administrative controls
and systems, meet applicable NRC requirements. Volume 4 contains the staff's finding that most
administrative and programmatic requirements in NRC regulations are met, except for certain requirements
relating to ownership of land and water rights.

Publication of Volumes 3 and 4 does not signal whether or when the NRC might authorize construction
of the repository,

Waste Confdence - On June 8, 2012, the D.C. Circuit issued its decision on a challenge by several
states and environmental groups of the NRC's Rulemaking regarding temporary storage and permanent disposal
of high level nuclear waste and spent nuclear fuel. The petitioners had challenged the NRC's 2010 update to
the agency's Waste Confidence Decision and temporary storage rule ("Waste Confidence Decision").

The D.C. Circuit found that the agency's 2010 Waste Confidence Decision update constituted a major
federal action, which, consistent with the National Environmental Policy Act ("NEPA"), requires either an
environmental impact statement or a finding of no significant impact from the agency's actions. The D.C.
Circuit found that the NRC's evaluation of the environmental risks firm spent nuclear fuel was deficient, and
therefore remanded the 2010 Waste Confidence Decision update for further action consistent with NEPA.

On September 6, 2012, the NRC Commissioners issued a directive to the NRC staff to proceed directly
with development of a generic environmental impact statement to support an updated Waste Confidence
Decision. The NRC Commissioners also directed the staff to establish a schedule to publish a final rule and
environmental impact study within 24 months of September 6, 2012.

In September 2013, the NRC issued its draft Generic Environmental Impact Statement ("GEIS") to
support an updated Waste Confidence Decision. On August 26, 2014, the NRC approved a final rule on the
environmental effects of continued storage of spent nuclear fuel. The continued storage rule adopted the
findings of the GEIS regarding the environmental impacts of storing spent fuel at any reactor site after the
reactor's licensed period of operations. As a result, those generic impacts do not need to be re-analyzed in the
environmental reviews for individual licenses. Although Palo Verde had not been involved in any licensing
actions affected by the D.C. Circuit's June 8, 2012, decision, the NRC lifted its suspension on final licensing
actions on all nuclear power plant licenses and renewals that went into effect when the D.C. Circuit issued its
June 2012 decision. The August 26th final rule has been subject to continuing legal challenges before the NRC
and the Court of Appeals.

Palo Verde has sufficient capacity at its on-site independent spent fuel storage installation ("ISFSI") to
store all of the nuclear fuel that will be irradiated during the initial operating license period, which ends in
December 2027. Additionally, Palo Verde has sufficient capacity at its on-site ISFSI to store a portion of the
fuel that will be irradiated during the period of extended operation, which ends in November 2047. If
uncertainties regarding the United States governlnent's obligation to accept and store spent fuel are not
favorably resolved, APS will evaluate alternative storage solutions that may obviate the need to expand the
ISFSI to accommodate all of the fuel that will be irradiated during the period of extended operation.

Nuclear Decommissioning Costs - APS currently relies on an external sinking fund mechanism to
meet the NRC financial assurance requirements for decommissioning its interests in Palo Verde Units 1, 2 and
3. The decommissioning costs of Palo Verde Units l, 2 and 3 are currently included in APS's ACC
jurisdictional rates. Decommissioning costs are recoverable through a non-bypassable system benefits charge
(paid by all retail customers taking service from the APS system). Based on current nuclear decommissioning
trust asset balances, site specific decommissioning cost studies, anticipated future contributions to the
decommissioning trusts, and return projections on the asset portfolios over the expected remaining operating

10
Schedule E-9

Page 14 of 193



Table of Contents

life of the facility, we are on track to meet the current site specific decommissioning costs for Palo Verde at the
time the units are expected to be decommissioned. See Note 19 for additional infonnation about APS's nuclear
decommissioning trusts.

Palo Verde Liability and Insurance Matters - See "Palo Verde Nuclear Generating Station _ Nuclear
Insurance" in Note 10 for a discussion of the insurance maintained by the Palo Verde participants, including
APS, for Palo Verde.

Impact of Earthquake and Tsunami in Japan on Nuclear Energy Industry - On March 11, 201 l , an
earthquake measuring 9.0 on the Richter Scale occurred off the coast of Japan causing a series of seven
tsunamis. As a result, the Fukushima Daiichi Nuclear Power Station experienced severe damage.

Following the earthquake and tsunamis, the NRC established a task force to conduct a systematic and
methodical review of NRC processes and regulations to determine whether the agency should md<e additional
improvements to its regulatory system. On March 12, 2012, the NRC issued the first regulatory requirements
based on the recommendations of the Near Term Task Force. With respect to Palo Verde, the NRC issued two
orders requiring safety enhancements regarding: (l) mitigation strategies to respond to extreme natural events
resulting in the loss of power at the plant, and (2) enhancement of spent fuel pool instrumentation.

The NRC has issued a number of guidance documents regarding implementation of these requirements.
Palo Verde has met the NRC's imposed deadlines for installation of equipment to address these requirements,
but has minor additional work to perform in 2016. Palo Verde has spent approximately $125 million on capital
enhancements as of December 3 l, 2015 (APS's share is 29.1%).

Natural Gas and Oil Fueled Generating Facilities

APS has six natural gas power plants located throughout Arizona, consisting of Redhawk, located near
Palo Verde, Ocotillo, located in Tempe (discussed below), Sundance, located in Coolidge, West Phoenix,
located in southwest Phoenix, Saguaro, located north of Tucson, and Yucca, located near Yuma. Several of the
units at Yucca run on either gas or oil. APS has one oil-only power plant, Douglas, located in the town of
Douglas, Arizona. APS owns and operates each of these plants with the exception of one oil-only combustion
turbine unit and one oil and gas steam unit at Yucca that are operated by APS and owned by the Imperial
Irrigation District. APS has a total entitlement from these plants of 3,179 MW. Gas for these plants is
financially hedged up to three years in advance of purchasing and the gas is generally purchased one month
prior to delivery. APS has long-term gas transportation agreements with three different companies, some of
which are effective through 2024. Fuel oil is acquired under short-term purchases delivered primarily to West
Phoenix, where it is distributed to APS's other oil power plants by truck.

Ocotillo is a 330 MW4-unit gas plant located in the metropolitan Phoenix area. In early 2014, APS
announced a project to modernize the plant, which involves retiring two older 110 MW steam units, adding
five 102 MW combustion turbines and maintaining two existing 55 MW combustion turbines. In total, this
increases the capacity of the site by 290 MW, to 620 MW, with completion targeted by summer 2019. APS
completed a competitive solicitation process in which the Ocotillo project was evaluated against other
alternatives. Consistent with the independent monitor's report, the Ocotillo project was selected as the best
alterative. APS must finalize the permitting process before construction begins.

Solar Facilities

To date, APS has begun operation of 170 MW of utility scale solar through its AZ Sun Program,
discussed below. These facilities are owned by APS and are located in multiple locations throughout Arizona.
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Additionally, APS owns and operates more than forty small solar systems around the state. Together
they have the capacity to produce approximately 4 MW of renewable energy. This fleet of solar systems
includes a 3 MW facility located at the Prescott Airport and 1 MW of small solar in various locations across
Arizona. APS has also developed solar photovoltaic distributed energy systems installed as part of the
Community Power Project in Flagstaff Arizona. The Community Power Project, approved by the ACC on
April 1, 2010, is a pilot program through which APS owns, operates and receives energy from approximately l
MW of solar photovoltaic distributed energy systems located within a certain test area in Flagstaff; Arizona.
Additionally, APS owns 12 MW of solar photovoltaic systems installed across Arizona through the ACC-
approved Schools and Government Program.

In December 2014, the ACC voted that it had no objection to APS implementing a 10 MWdc
(approximately 8.5 MWac) residential rooftop program. The first stage of the residential rooftop solar
program, called the "Solar Partner Program", is to be 8 MW followed by a 2 MW second stage that will only
be deployed if coupled with distributed storage. Under this program, APS will own, operate and maintain
approximately 1,500 residential systems. The program will target specific distribution feeders in an effort to
maximize potential system benefits, while employing multiple "use cases" that will lead to a better
understanding of the byproducts stemming from the multitude of complex technical interactions occurring as
distributed energy resources are employed on the APS grid.

Purchased Power Contracts

In addition to its own available generating capacity, APS purchases electricity under various
arrangements, including long-tenn contracts and purchases through short-tenn markets to supplement its
owned or leased generation and hedge its energy requirements. A portion ofAPS's purchased power expense
is netted against wholesale sales on the Consolidated Statements of Income. (See Note 16.) APS continually
assesses its need for additional capacity resources to assure system reliability.

\

Purchased Power Capacity - APS's purchased power capacity under long-term contracts as of
December 3 l, 2015 is summarized in the table below. All capacity values are based on net capacity unless
otherwise noted.

Type

Purchase Agreement (a)

Exchange Agreement (b)

Tolling Agreement

Tolling Agreement

Day-Ahead Call Option Agreement

Demand Response Agreement (c)

Renewable Energy (d)

Dates Available

Year-round through June 14, 2020

May 15 to September 15 annually through 2020

Year-round through May 2017

Summer seasons through October 2019

Summer seasons through summer 2016

Summer seasons through 2024

Various

Capacity (MW)

60

480

514

560

150

25

629

(a)

(b)

(c)

(d)

Up to 60 MW of capacity is available, however, the amount of electricity available to APS
under this agreement is based in large part on customer demand and is adjusted annually.
This is a seasonal capacity exchange agreement under which APS receives electricity during
the summer peak season (from May 15 to September l5) and APS returns a like amount of
electricity during the winter season (from October 15 to February 15).
The capacity under this agreement may be increased in 5 MW increments in each of 2015 and
2016 and 10 MW increments in years 2017 through 2024, up to a maximum of 50 MW.
Renewable energy purchased power agreements are described in detail below under "Current
and Future Resources ...- Renewable Energy Standard - Renewable Energy Portfolio."
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Current and Future Resources

Current Demand and Reserve Margin

Electric power demand is generally seasonal. In Arizona, demand for power peaks during the hot
summer months. APS's 2015 peak one-hour demand on its electric system was recorded on August 15, 2015 at
7,031 MW, compared to the 2014 peak of 7,007 MW recorded on July 23, 2014. APS's reserve margin at the
time of the 2015 peak demand, calculated using system load serving capacity, was 28%. Excluding certain
contractual rights to call on additional capacity on short notice, which APS may use in the event of unusual
weather or unplanned outages, the 20 l5 reserve margin was 21%. APS anticipates the reserve margin for 2016
will be approximately 24%. Due to expiring purchase contracts and anticipated load growth, APS anticipates
additional resources will be needed by2017 in order to maintain its 15% planning reserve criteria.

Future Resources and Resource Plan

On May 8, 2015, the ACC acknowledged APS's 2014 resource plan. Under the ACC's resource
planning rule, APS's next resource plan would be due on April 1, 2016. On September 16, 2015, however, the
ACC issued an order extending the timeframe for all utilities, including Aps, to file their next resource plans.
The new schedule is designed to allow utilities additional time to consider the impacts of the Clean Power Plan
and improve the resource planning process by allowing more time for input and review by the ACC and
applicable stakeholders. Under the revised schedule, APS will file a preliminary resource plan on March l,
2016 and a final resource plan on April 3, 2017. The revised schedule provides that the ACC will complete its
review by February l, 2018.

On September 11, 2014, APS announced that it would close Cholla Unit 2 and cease burning coal at the
other APS-owned units (Units 1 and 3) at the plant by the mid-2020s, if EPA approves a compromise proposal

offered by APS to meet required environmental and emissions standards and rules. On April 14, 2015, the
CC approved APS's plan to retire Unit 2, without expressing any view on the future recoverability ofAPS's

remaining investment in the Unit. APS closed Unit 2 on October l, 2015. Previously, APS estimated Cholla
Unit 2's end of life to be 2033. APS is currently recovering a return on and of the net book value of the unit in
base rates and plans to seek recovery of the unit's decommissioning and other retirement-related costs over the
remaining life of the plant in its next retail rate case. APS believes it will be allowed recovery of the remaining
net book value of Unit 2 ($122 million as of December 31, 2015), in addition to a return on its investment. In
accordance wide GAAP, in the third quarter of 2014, Unit 2's remaining net book value was reclassified from
property, plant and equipment to a regulatory asset. If the ACC does notallow full recovery of the remaining
net book value of Cholla Unit 2, all or a portion of the regulatory asset will be written off and APS's net
income, cash flows, and financial position will be negatively impacted.

Renewable Energy Standard

In 2006, the ACC adopted the RES. Under the RES, electric utilities that are regulated by the ACC
must supply an increasing percentage of their retail electric energy sales from eligible renewable resources,
including solar, wind, biomass, biogas and geothermal technologies. The renewable energy requirement is 6%
of retail electric sales in 2016 and increases annually until it reaches 15% in 2025. In APS's 2009 retail rate
case settlement agreement (the "2009 Settlement Agreement"), APS committed to have 1,700 GWh of new
renewable resources in service by year-end 2015 in addition to its RES renewable resource commitments. APS
met its settlement commitment and RES target for 2015.

A component of the RES is focused on stimulating development of distributed energy systems,
Accordingly, under the RES, an increasing percentage of that requirement must be supplied from distributed
energy resources. This distributed energy requirement is 30% of the overall RES requirement of 6% in 2016.

he following table summarizes the RES requirement standard (not including the additional commitment
required by the 2009 Settlement Agreement) and its timing:
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,RES as a % of retail electric sales

2016

6%

2020

10%

2025

15%

Percent ogRES to be supplied from distributed energy
resources 30% 30% 30%

In 2013, the ACC conducted a hearing to consider APS's proposal to establish compliance with
distributed energy requirements by tracking and recording distributed energy, rather than acquiring and retiring
renewable energy credits. On February 6, 2014, the ACC established a proceeding to modify the renewable
energy rules to establish a process for compliance with the renewable energy requirement that is not based
solely on the use of renewable energy credits. On September 9, 2014, the ACC authorized a Rulemaking
process to modify the RES rules. The proposed changes would permit the ACC to find that utilities have
complied with the distributed energy requirement in light of all available information. The ACC adopted these
changes on December 18, 2014. The revised rules went into effect on April 21, 2015.

Renewable Energy Portfolio. To date, APS has a diverse portfolio of existing and planned renewable
resources totaling 1,328 MW, including solar, wind, geothermal, biomass and biogas. Of this portfolio, 1,278
MW are currently in operation and 50 MW are under contract for development or are under construction.
Renewable resources in operation include 189 MW of facilities owned by APS, 629 MW of long-term
purchased power agreements, and an estimated 427 MW of customer-sited, third-party owned distributed
energy resources.

APS's strategy to achieve its RES requirements includes executing purchased power contracts for new
facilities, ongoing development of distributed energy resources and procurement of new facilities to be owned

y APS. In September 2015, APS completed construction of its 170 MWAZ Sun Program. APS has invested
approximately $675 million in its AZ Sun Program. See Note 3 for additional details about the AZ Sun
Program.
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The following table summarizes APS's renewable energy sources currently in operation and under
development. Agreements for the development and completion of future resources are subject to various
conditions, including successful siting, permitting and interconnection of the projects to the electric grid.

Location

ActuaV
Target

Commercial
Operation

Date
Term

(Years)

Net
Capacity

In Operation
(MW AC)

Net Capacity
Planned/
Under

Development
(MW AC)

APS Owned

Gila Bend, AZ
Gila Bend, AZ
Hyder, AZ
Hyper, AZ
Chino Valley, AZ
Hyder, AZ
Yuma, AZ
Gila Bend, AZ
Glendale, AZ
Buckeye, AZ

2011

2011

2011

2012

2012

2013

2013

2014

2015

2015

AZ Various

17

17

11

5

19

14

35

32

10

10

170

4

Solar:
AZ Sun Program:
Paloma
Cotton Center
Hyder Phase 1
Hyper Phase 2
Chino Valley
Hyder II
Foothills
Gila Bend
Luke AFB
Desert Star

Subtotal AZ Sun Program
Multiple Facilities
Distributed Energy:

APS Owned (a)
Total APS Owned
Purchased Power Agreements
Solar:

AZ Various 15

189
(c)

9
9

Solana
RE Ajo
Sun E AZ l
Saddle Mountain
Badger
Gillespie

Gila Bend, AZ
Ago, AZ
Prescott, AZ
Tonopah, AZ
Tonopah, AZ

Maricopa County, AZ

2013
2011
2011
2012
2013

2013

30
25
30
30
30

30

250

5

10

15

15

15

Santa Rosa, NM
Mountainair, NM
Williams, AZ

2006

2009

2012

20

30

25

90
100
99

Imperial County, CA 2006 23 10

Snowflake, AZ 2008 15 14

Glendale, AZ
Surprise, AZ

2010
2012

20
20

3

3

629

AZ
Bagdad, AZ
AZ

Va pious

2011

2011-2012

41

Wind'
Aragonite Mesa
High Lonesome
Pem'nRanch Wind

Geothermal:
Salton Sea

Biomass:
Snowflake

Biogas:
Glendale Landfill
hW Regional Landau

Total Purchased Power Agreements

Distributed Energy
Solar (b)

Third-party Owned
Agreement 1
Agreement 2

Total Distributed Energy
Total Renewable Portfolio

25
20-2 l

427
15
18

460
1,z7s

41.

so
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(a)

(b)

(c)

Includes Flagstaff Community Power Project, APS School and Government Program and APS
Solar Partner Program.
Includes rooftop solar facilities owned by third parties. Distributed generation is produced in DC
and is converted to AC for reporting purposes.
This amount represents the Solar Partner Program consisting of approximately 1,500 APS-owned
rooftop solar systems. We are in the process of installing these systems and expect all to be
installed and operational by mid-2016, at which time the 9 MW will be considered "in operation"
for purposes of this table.

Demand Side Management

In December 2009, Arizona regulators placed an increased focus on energy efficiency and other
demand side management programs to encourage customers to conserve energy, while incentivizing utilities to
aid in these efforts that ultimately reduce the demand for energy. The ACC initiated its Energy Efficiency
Rulemaking, with a proposed Energy Efficiency Standard ("EES") of 22% cumulative annual energy savings by
2020. This standard was adopted and became effective on January 1, 2011. This standard will likely impact
Arizona's future energy resource needs. (See Note 3 for energy efficiency and other demand side management
obligations).

Government Awards

Through various DOE initiatives, the Federal government made a number of programs available for
utilities to develop renewable resources, improve reliability and create jobs. In 2015, APS completed its work
on a $3 million financial award for a high penetration photovoltaic generation study related to the Community
Power Project in Flagstaff; Arizona.

'Competitive Environment and Regulatorv Oversight

Retail

The ACC regulates APS's retail electric rates and its issuance of securities. The ACC must also
approve any significant transfer or encumbrance ofAPS's property used to provide retail electric service and
approve or receive prior notification of certain transactions between Pinnacle West, APS and their respective
affiliates.

APS is subject to varying degrees of competition from other investor-owned electric and gas utilities in
Arizona (such as Southwest Gas Corporation), as well as cooperatives, municipalities, electrical districts and
similar types of governmental or non-profit organizations. In addition, some customers, particularly industrial
and large commercial customers, may own and operate generation facilities to meet some or all of their own
energy requirements. This practice is becoming more popular with customers installing or having installed
products such as rooftop solar panels to meet or supplement their energy needs.

On April 14, 2010, the ACC issued a decision holding that solar vendors that install and operate solar
facilities for non-profit schools and governments pursuant to a specific type of contract that calculates
payments based on the energy produced are not "public service corporations" under the Arizona Constitution,
and are therefore not regulated by the ACC. APS cannot predict when, and the extent to which, additional
electric service providers will enter or re-enter APS's service territory.

In 1999, the ACC approved rules for the introduction of retail electric competition in Arizona. As a
result, as of January l, 2001, all ofAPS's retail customers were eligible to choose alternate energy suppliers.

though some very limited retail competition existed in APS's service territory in 1999 and 2000, there are
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currently no active retail competitors offering unbundled energy or other utility services to APS's customers.
In 2000, the Arizona Superior Court found that the rules were in part unconstitutional and in other respects
unlawful, the latter finding being primarily on procedural grounds, and invalidated all ACC orders authorizing
competitive electric services providers to operate in Arizona. In 2004, the Arizona Court of Appeals
invalidated some, but not all of the rules and upheld the invalidation of the orders authorizing competitive
electric service providers. In 2005, the Arizona Supreme Court declined to review the Court ofAppeals'
decision.

In 2008, the ACC directed the ACC staff to investigate whether such retail competition was in the
public interest and what legal impediments remain to competition in light of the Court ofAppeals' decision
referenced above. The ACC staff's report on the results of its investigation was issued on August 12, 2010.
The report stated that additional analysis, discussion and study of all aspects of the issue are required in order
to perform a proper evaluation. While the report did not make any specific recommendations other than to
conduct more workshops, the report did state that the current retail electric competition mies are incomplete
and in need of modification.

On May 9, 2013, the ACC voted to re-examine the facilitation of a deregulated retail electric market in
Arizona. The ACC subsequently opened a docket for this matter and received comments from a number of
interested parties on the considerations involved in establishing retail electric deregulation in the state. One of
these considerations was whether various aspects of a deregulated market, including setting utility rates on a
"market" basis, would be consistent with the requirements of the Arizona Constitution. On September ll,
2013, after receiving legal advice from the ACC staff; the ACC voted 4-1 to close the current docket and await
full Arizona Constitutional authority before any further examination of this matter. The motion approved by
the ACC also included opening one or more new dockets in the iiuture to explore options to offer more rate
choices to customers and innovative changes within the existing cost-of-service regulatory model that could
include elements of competition. The ACC opened a docket on November 4, 2013 to explore technological
advances and innovative changes within the electric utility industry. A series of workshops in this docket were

held in 2014 and another in February of 2015. No further workshops are scheduled and no actions were taken
as a result of these workshops.

On January 28, 2016, an ACC Commissioner, Robert L. Bums, sent APS a Notice of Investigation
pursuant to an Arizona statute that authorizes a Commissioner and his agents to inspect the accounts, books,
papers and documents of any public service corporation, and examine under oath any officer, agent or
employee of such corporation in relation to the business and affairs of the corporation. The Notice states that
Commissioner Bums intends to investigate whether APS has used funds recoverable from ratepayers for
political contributions, lobbying, or charitable donations purposes, whether APS's corporate affiliates have
made contributions or donations under APS' brand name, and the degree to which APS and Pinnacle West are
"intertwined" in terms of organization, management and operations. APS intends to cooperate with this
investigation to the full extent that the matter is lawfully authorized, but cannot predict its timing or outcome.

Wholesale

FERC regulates rates for wholesale power sales and transmission services. (See Note 3 for information
regarding APS's transmission rates.) During 2015, approximately 5.2% ofAPS's electric operating revenues
resulted from such sales and services. APS's wholesale activity primarily consists of managing fuel and
purchased power supplies to serve retail customer energy requirements. APS also sells, in the wholesale
market, its generation output that is not needed for APS's Native Load and, in doing so, competes with other
utilities, power marketers and independent power producers. Additionally, subject to specified parameters,
APS hedges both electricity and fuels. The majority of these activities are undertaken to mitigate risk in APS's
portfolio.
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Environmental Matters

Climate Change

Legislative Initiatives. There have been no recent attempts by Congress to pass legislation that would
regulate greenhouse gas ("GHG") emissions, and it is unclear whether the 114*" Congress will consider a
climate change bill. In the event climate change legislation ultimately passes, the actual economic and
operational impact of such legislation on APS depends on a variety of factors, none of which can be fully
known until a law is enacted and the specifics of the resulting program are established." These factors include
the terms of the legislation with regard to allowed GHG emissions, the cost to reduce emissions, in the event a
cap-and-trade program is established, whether any permitted emissions allowances will be allocated to source
operators free of cost or auctioned (and, if so, the cost of those allowances in the marketplace) and whether
offsets and other measures to moderate the costs of compliance will be available, and, in the event of a carbon
tax, the amount of the tax per pound of carbon dioxide ("CO2") equivalent emitted.

In addition to federal legislative initiatives, state-specific initiatives may also impact our business.
While Arizona has no pending legislation and no proposed agency rule regulating GHGs in Arizona, the
California legislature enacted AB 32 and SB 1368 in 2006 to address GHG emissions. In October 201 l, the
California Air Resources Board approved final regulations that established a state-wide cap on GHG emissions
beginning on January 1, 2013 and established a GHG allowance trading program under that cap. The first
phase of the program, which applies to, among other entities, importers of electricity, commenced on
January 1, 2013. Under the program, entities selling electricity into California, including APS, must hold
carbon allowances to cover GHG emissions associated with electricity sales into California from outside the
state. APS is authorized to recover the cost of these carbon allowances through the PSA.

Regulatory Initiatives. In 2009, EPA determined that GHG emissions endanger public health and
elf are. As a result of this "endangerment finding," EPA determined that the Clean Air Act required new

regulatory requirements for new and modified major GHG emitting sources, including power plants. APS will
generally be required to consider the impact of GHG emissions as part of its traditional New Source Review
("NSR") analysis for new major sources and major modifications to existing plants.

On June 2, 2014, EPA issued two proposed rules to regulate GHG emissions from modified and
reconstructed electric generating units ("EGUs") pursuant to Section l1l(1b) of the Clean Air Act and existing
fossil fuel-fired power plants pursuant to Clean Air Act Section l11(d). On August 3, 2015, EPA finalized each
of these carbon pollution standards for existing, new, modified, and reconstructed EGUs.

EPA's final rules require newly built fossil fuel-tired EGUs, along with those undergoing modification
or reconstruction, to meet CON performance standards based on a combination of best operating practices and
equipment upgrades. EPA established separate performance standards for two types of EGUs: stationary
combustion turbines, typically natural gas, and electric utility steam generating units, typically coal.

With respect to existing power plants, EPA's recently finalized "Clean Power Plan" imposes state-
specific goals or targets to achieve reductions in CON emission rates from existing EGUs measured from a
2012 baseline. In a significant change from the proposed rule, EPA's final performance standards apply
directly to specific units based upon their fuel-type and configuration (i.e., coal- or oil-fired steam plants
versus combined cycle natural gas plants). As such, each state's goal is an emissions performance standard
that reflects the fuel mix employed by the EGUs in operation in those states. The final rule provides guidelines
to states to help develop their plans for meeting the interim (2022-2029) and final (2030 and beyond) emission
performance standards, with three distinct compliance periods within that timeframe. States were originally
required to submit their plans to EPA by September 2016, with an optional two-year extension provided to
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states establishing a need for additional time; however, it is expected that this timing will be impacted by the
court-imposed stay described below.

ADEQ, with input from a technical working group comprised of Arizona utilities and other
stakeholders, is presently working to develop a compliance plan for submittal to EPA. In addition to these on-
going state proceedings, EPA has taken public comments on proposed model rules and a proposed federal
compliance plan, which included consideration as to how the Clean Power Plan will apply to EGUs on tribal
land such as the Navajo Nation.

The legality of the Clean Power Plan is being challenged in the U.S. Court of Appeals for the D.C.
Circuit, the parties raising this challenge include, among others, the ACC. On February 9, 2016, the U.S.
Supreme Court granted a stay of the Clean Power Plan pending judicial review of the rule, which temporarily
delays compliance obligations under the Clean Power Plan. We cannot predict the extent of such delay.

With respect to our Arizona generating units, we are currently evaluating the range of compliance
options available to ADEQ, including whether Arizona deploys a rate- or mass-based compliance plan. Based
on the fuel-mix and location of our Arizona EGUs, and the significant investments we have made in renewable
generation and demand-side energy efficiency, iflADEQ selects a rate-based compliance plan, we believe that
we will be able to comply with the Clean Power Plan for our Arizona generating units in a manner that will not
have material financial or operational impacts to the Company. On the other hand, ifADEQ selects a mass-
based approach to compliance with the Clean Power Plan, our annual cost of compliance could be material.
These costs could include costs to acquire mass-based compliance allowances.

As to our facilities on the Navajo Nation, EPA has yet to determine whether or to what extent EGUs on
the Navajo Nation will be required to comply with the Clean Power Plan. EPA has proposed to determine that
t is necessary or appropriate to impose a federal plan on the Navajo Nation for compliance with the Clean
ewer Plan. In response, we tiled comments with EPA advocating that such a federal plan is neither necessary

nor appropriate to protect air quality on the Navajo Nation. If EPA reaches a determination that is consistent
with our preferred approach for the Navajo Nation, we believe the Clean Power Plan will not have material
financial or operational impacts on our operations within the Navajo Nation.

1

Alternatively, if EPA determines that a federal plan is necessary or appropriate for the Navajo Nation,
and depending on our need for future operations at our EGUs located there, we may be unable to comply with
the federal plan unless we acquire mass-based allowances or emission rate credits within established carbon
trading markets, or curtail our operations. Subject to the uncertainties set forth below, and assuming that EPA
establishes a federal plan for the Navajo Nation that requires carbon allowances or credits to be surrendered for
plan compliance, it is possible we will be required to purchase some quantity of credits or allowances, the cost
of which could be material.

Because ADEQ has not issued its plan for Arizona, and because we do not know whether EPA will
decide to impose a plan or, if so, what that plan will require, there are a number of uncertainties associated with
our potential cost exposure. These L certainties include: whether judicial review will result in the Clean
Power Plan being vacated in whole or in part or, if not, the extent of any resulting compliance deadline delays,
whether any plan will be imposed for EGUs on the Navajo Nation; the future existence and liquidity of
allowance or credit compliance trading markets; the applicability of existing contractual obligations with
current and former owners of our participant-owned coal-tired EGUs, the type of federal or state compliance
plan (either rate- or mass-based), whether or not the trading of allowances or credits will be authorized
mechanisms for compliance with any final EPA or ADEQ plan; and how units that have been closed will be
treated for allowance or credit allocation purposes.
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In the event that the incurrence of compliance costs is not economically viable or prudent for our
operations in Arizona or on the Navajo Nation, or if we do not have the option of acquiring allowances to
account for the emissions from our operations, we may explore other options, including reduced levels of
output, as an alterative to purchasing allowances. Given these uncertainties, our analysis of the available

compliance options remains on-going, and additional information or considerations may arise that change our
expectations.

Company Response to Climate Change Initiatives. We have undertaken a number of initiatives that
address emission concerns, including renewable energy procurement and development, promotion of programs
and rates that promote energy conservation, renewable energy use, and energy efficiency. (See "Energy
Sources and Resource Planning - Current and Future Resources" above for details of these plans and
initiatives.) APS currently has a diverse portfolio of renewable resources, including solar, wind, geothermal,
biogas, and biomass, and we expect the percentage of renewable energy in our resource portfolio to increase
over the coming years.

APS prepares an inventory of GHG emissions from its operations. This inventory is reported to EPA
under the EPA GHG Reporting Program and is voluntarily communicated to the public in Pinnacle West's
annual Corporate Responsibility Report, which is available on our website (wwwpinnaclewest.com). The
report provides information related to the Company and its approach to sustainability and its workplace and
environmental performance. The information on Pinnacle West's website, including the Corporate
Responsibility Report, is not incorporated by reference into or odierwise a part of this report.

EPA Environmental Regulation

Regional Haze Rules. In 1999, EPA announced regional haze rules to reduce visibility impairment in
national parks and wilderness areas. The rules require states (or, for sources located on tribal land, EPA) to
jennine what pollution control technologies constitute the BART for certain older major stationary sources,

including fossil-fired power plants. EPA subsequently issued the Clean Air Visibility Rule, which provides
guidelines on how to perform a BART analysis.

The Four Corners and Navajo Plant participants' obligations to comply with EPA's final BART
determinations (and Cholla's obligations to comply with ADEQ's and EPA's determinations), coupled with the
financial impact of potential future climate change legislation, other environmental regulations, and other
business considerations, could jeopardize the economic viability of these plants or the ability of individual
participants to continue their participation in these plants.

Cholera. In 2007, ADEQ required APS to perform a BART analysis for Cholla pursuant to the Clean
Air Visibility Rule. APS completed the BART analysis for Cholla and submitted its BART recommendations
to ADEQ in early 2008. The recommendations include the installation of certain pollution control equipment
that APS believes constitutes BART. ADEQ reviewed APS's recommendations and submitted its proposed
BART State Implementation Plan ("SIP") for Cholla and other sources in Arizona in early 201 l .

On December 5, 2012, EPA issued a final BART rule applicable to Cholla. EPA approved ADEQ's
BART emissions limits for sulfur dioxide ("SO2") and emissions of particulate matter ("PM"), but added a SON
removal efficiency requirement of 95%. In addition, EPA disapproved ADEQ's BART determinations for
oxides of nitrogen ('NOx") and promulgated a Federal Implementation Plan ("FIP") establishing a new, more
stringent "bubbled" NOt emission rate applicable to the two BART-eligible Cholla units owned by APS and
the other BART-eligible unit owned by PacifiCorp. .

as

APS believes that EPA's final rule as it applies to Cholla, which would require installation of SCR
controls with a cost to APS of approximately $100 million (excludes costs related to Cholla Unit 2 which was
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closed on October 1, 2015), is unsupported and that EPA had no basis for disapproving Arizona's SIP and
promulgating a FIP that is inconsistent with the state's considered BART determinations under the regional
haze program. Accordingly, on February l, 2013, APS tiled a Petition for Review of the final BART rule in
the United States Court of Appeals for the Ninth Circuit. Briefing in the case was completed in February 2014.

In September 2014, APS met with EPA to propose a compromise BART strategy wherein, pending
certain regulatory approvals, APS would permanently close Cholla Unit 2 (which occurred on October 1, 2015)
and cease burning coal at Units 1 and 3 by the mid-2020s. (See Note 3 for details related to the resulting
regulatory asset.) APS made the proposal with the understanding that additional emission control equipment
is unlikely to be required in the future because retiring and/or converting the units as contemplated in the
proposal is more cost effective than, and will result in increased visibility improvement over, the current BART
requirements for NOt imposed on the Cholla units under EPA's BART FIP. APS's proposal involves state and
federal Rulemaking processes. In light of these ongoing administrative proceedings, on February 19, 2015,
APS, PacifiCorp (owner of Cholla Unit 4), and EPAjoint1y moved the court to sever and hold in abeyance
those claims in the litigation pertaining to Cholla pending regulatory actions by the state and EPA. The court
granted the parties' unopposed motion on February 20, 2015. On October 16, 2015, ADEQ issued the Cholla
permit, which incorporates APS's proposal, and subsequently submitted a proposed revision to the SIP to the
EPA, which would incorporate the new permit terms. APS is unable to predict when or whether APS's
proposal may ultimately be approved by the EPA.

Four Corners. On August 6, 2012, EPA issued its final BART determination for Four Corners, which
requires APS to install and operate SCR control technology on Units 4 and 5 by July 31, 2018. (APS retired
Four Corners Units 1-3 on December 30, 2013.) APS estimates that its 63% share of the cost of these controls
for Four Corners Units 4 and 5 would be approximately $400 million. In addition, APS and El Paso entered
into an asset purchase agreement providing for the purchase by APS, or an affiliate ofAPS, of El Paso's 7%
interest in Four Corners Units 4 and 5. Completion of the purchase is subject to the receipt of certain
regulatory approvals and is expected to occur in July 2016. In December 2015, NTEC notified APS of its

intention to exercise its option to acquire the 7% interest from APS. The cost of the controls related to the 7%
interest is approximately $45 million, which will be assumed by the ultimate owner of the 7% interest.

Navajo Plant. On January 18, 2013, EPA issued a proposed BART rule for the Navajo Plant, which
would require installation of SCR technology in order to achieve a new, more stringent plant-wide NOt
'emission limit. In addition, EPA proposed a "better than BART" alternative and solicited comment on other
options that could set longer time frames for installing pollution controls if the Navajo Plant can achieve
additional emission reductions. On July 26, 2013, a group of stakeholders, including SRP, the operating agent
for the Navajo Plant, submitted to EPA two suggested alternatives to BART, which would achieve greater NOt
emission reductions and result in greater reasonable progress toward the national visibility goal than EPA's
proposed BART detennination. On July 28, 2014, EPA issued a final Navajo Plant BART rule approving the
alternative stakeholder plan. Depending on which alternate operating scenario the Navajo Plant participants
ultimately select, the required NOt emission reductions could be achieved by either closing one of the three
750 MW units at the plant or curtailing energy production across all three units, such that the emission
reductions are commensurate with the closure of approximately one of the Navajo Plant units. APS estimates
that its share of costs for upgrades at the Navajo Plant, based on EPA's FIP, could be up to approximately $200
million. In October 2014, a coalition of environmental groups, an Indian tribe, and others filed petitions for
review in the United States Court ofAppeals for the Ninth Circuit asking the Court to review EPA's final
BART rule for the Navajo Plant. We cannot predict the outcome of this petition.

Mercury and other Hazardous Air Pollutants. In 2011, EPA issued rules establishing maximum
achievable control technology standards to regulate emissions of mercury and other hazardous air pollutants

om fossil-fired plants. APS estimates that the cost for the remaining equipment necessary to meet these
standards is approximately $8 million for Cholla (excluding costs related to Cholla Unit 2, which was closed
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on October 1, 2015). No additional equipment is needed for Four Corners Units 4 and 5 to comply with these
rules. SRP, the operating agent for the Navajo Plant, estimates that APS's share of costs for equipment
necessary to comply with the rules is approximately $1 million. The United States Supreme Court's recent
decision in Michigan vs. EPA reversed and remanded the MATS proceeding back to the DC Circuit Court. The
Circuit Court then remanded the MATS rule back to EPA to address Rulemaking deficiencies identified by the
Supreme Court. Further EPA action on the MATS rule is pending. This proceeding does not materially impact
APS. Regardless of how EPA addresses the deficiencies in the MATS Rulemaking, the Arizona State Mercury
Rule, the stringency of which is roughly equivalent to that of MATS, would still apply to Cholla.

Coal Combustion Waste. On December 19, 2014, EPA issued its final regulations governing the
handling and disposal of coal combustion residuals ("CCR"), such as fly ash and bottom ash. The rule
regulates CCR as a non-hazardous waste under Subtitle D of the Resource Conservation and Recovery Act
("RCRA") and establishes national minimum criteria for existing and new CCR landfills and surface
impoundments and all lateral expansions consisting of location restrictions, design and operating criteria,
groundwater monitoring and corrective action, closure requirements and post closure care, and recordkeeping,
notification, and Internet posting requirements. The rule generally requires any existing unlined CCR surface
impoundment that is contaminating groundwater above a regulated constituent's groundwater protection
standard to stop receiving CCR and eidier retrofit or close, and further requires the closure of any CCR landfill
or surface impoundment that cannot meet the applicable performance criteria for location restrictions or
structural integrity.

Because the Subtitle D rule is self-implementing, the CCR standards apply directly to the regulated
facility, and facilities are directly responsible for ensuring that their operations comply with the rule's
requirements. While EPA has chosen to regulate the disposal of CCR in landfills and surface impoundments as
non-hazardous waste under the final rule, the agency makes clear that it will continue to evaluate any risks
associated with CCR disposal and leaves open the possibility that it may regulate CCR as a hazardous waste

oder RCRA Subtitle C in the future.

APS currently disposes of CCR in ash ponds and dry storage areas at Cholla and Four Corners. APS
estimates that its share of incremental costs to comply with the CCR rule for Four Corners is approximately
$15 million, and its share of incremental costs for Cholla is approximately $85 million. The Navajo Plant
currently disposes of CCR in a dry landfill storage area. APS estimates that its share of incremental costs to
comply with the CCR rule for the Navajo Plant is approximately $1 million.

Effluent Limitation Guidelines. On September 30, 2015, EPA Finalized revised effluent limitation
guidelines establishing technology-based wastewater discharge limitations for fossil-fired EGUs. EPA's final
regulation targets metals and other pollutants in wastewater streams originating from fly ash and bottom ash
handling activities, scrubber activities, and coal ash disposal leachate. Based upon an earlier set of preferred
alternatives, the final effluent limitations generally require chemical precipitation and biological treatment for
flue gas desulfurization scrubber wastewater, "zero discharge" from fly ash and bottom ash handling, and
impoundment for coal ash disposal leachate. Compliance with these limitations will be required in connection
with Nationai Pollution Discharge Elimination System ("NPDES") discharge permit renewals, which occur in
five-year intervals, that arise between 2018 and 2023. Until a draft NPDES permit for Four Comers is
proposed during that timeframe, we are uncertain what will be required to control these discharges in
compliance with the finalized effluent limitations at that facility. Cholla and the Navajo Plant do not require
NPDES permitting.

Ozone NationalAmbientAir Quality Standards. On October 1, 2015, EPA finalized revisions to the
primary ground-level ozone national ambient air quality standards ("NAAQS") at a level of 70 parts per billion
("ppb"). With ozone standards becoming more stringent, our fossil generation units will come under

22
Schedule E-9

Page 26 of 193



Table of Contents

increasing pressure to reduce emissions of nitrogen oxides and volatile organic compounds, and to generate
emission offsets for new projects or facility expansions located in ozone nonattainment areas. EPA is expected
to designate attainment and nonattainment areas relative to the new 70 ppb standard by October 1, 2017.
Depending on when EPA approves attainment designations for the Arizona and Navajo Nation jurisdictions in
which our fossil generation units are located, revisions to SIPs and FIPs, respectively, implementing required
controls to achieve the new 70 ppb standard are expected to be in place between 2020 and2021. At this time,
because proposed SIPs and FIPs implementing the revised ozone NAAQSs have yet to be released, APS is
unable to predict what impact the adoption of these standards may have on the Company. APS will continue to
monitor these standards as they are implemented within the jurisdictions affecting APS.

Clean AirAct Citizen Lawsuit. On October 4, 2011, Earthjustice, on behalf of several environmental
organizations, filed a lawsuit in the United States District Court for the District of New Mexico against APS
and the other Four Comers participants alleging violations of the NSR provisions of the Clean Air Act.
Subsequent to filing its original Complaint, on January 6, 2012, Earthjustice filed a First Amended Complaint
adding claims for violations of the Clean Air Act's New Source Performance Standards ("NSPS") program.
The case was held in abeyance while APS negotiated a settlement with DOJ and environmental plaintiffs. In
March 2015, the parties agreed in principle to settle the case, and on June 24, 2015, DOJ lodged the proposed
consent decree with the United States District Court for the District of New Mexico. On August 17, 2015, the
consent decree was entered by the district court.

The settlement requires installation of pollution control technology and implementation of other
measures to reduce sulfur dioxide and nitrogen oxide emissions from the two Four Corners units, although
installation of much of this equipment was already planned in order to comply with EPA's Regional Haze Rule
requirements. The settlement also requires the Four Corners co-owners to pay a civil penalty of $1 .5 million
and spend $6.7 million for certain environmental mitigation projects to benefit the Navajo Nation. APS is
responsible for 15 percent of these costs based on its ownership interest in the units at the time of the alleged

locations, which does not result in a material impact on our financial position, results of operations or cash
flows.

Superfund-Related Matters. The Comprehensive Environmental Response Compensation and
Liability Act ("Superfund") establishes liability for the cleanup of hazardous substances found contaminating
the soil, water or air. Those who generated, transported or disposed of hazardous substances at a contaminated
site are among those who are potentially responsible parties ("PRPs"). PRPs may be strictly, and often are
jointly and severally, liable for clean-up. On September 3, 2003, EPA advised APS that EPA considers APS to
be a PRP in the Motorola 52Nd Street Superfund Site, Operable Unit 3 ("OUT") in Phoenix, Arizona. APS has
facilities that are within this Superfund site. APS and Pinnacle West have agreed with EPA to perform certain
investigative activities of the APS facilities within OUT. In addition, on September 23, 2009, APS agreed with
EPA and one other PRP to voluntarily assist with the funding and management of the site-wide groundwater
remedial investigation and feasibility study work plan. We estimate that our costs related to this investigation
and study will be approximately $2 million. We anticipate incurring additional expenditures in the future, but
because the overall investigation is not complete and ultimate remediation requirements are not yet finalized, at
the present time expenditures related to this matter cannot be reasonably estimated.

On August 6, 2013, the Roosevelt Negation District ("RID") filed a lawsuit in Arizona District Court
against APS and 24 other defendants, alleging that RID's groundwater wells were contaminated by the release
of hazardous substances from facilities owned or operated by the defendants. The lawsuit also alleges that,
under Superfund laws, the defendants are jointly and severally liable to RID. The allegations against APS arise
out ofAPS's current and former ownership of facilities in and around OUT. As part of a state governmental
investigation into groundwater contamination in this area, on January 25, 2015, ADEQ sent a letter to APS
seeking information concerning the degree to which, if any, APS's current and former ownership of these
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facilities may have contributed to groundwater contamination in this area. We are unable to predict the
outcome of these matters, however, we do not expect the outcome to have a material impact on our financial
position, results of operations or cash flows.

Manufactured Gas Plant Sites. Certain properties which APS now owns or which were previously
owned by it or its corporate predecessors were at one time sites oil or sites associated with, manufactured gas
plants. APS is taking action to voluntarily remediate these sites. APS does not expect these matters to have a
material adverse effect on its financial position, results of operations or Cash flows.

Navajo Nation Environmental Issues

Four Corners and the Navajo Plant are located on the Navajo Reservation and are held under easements
granted by the federal government, as well as leases from the Navajo Nation. See "Energy Sources and
Resource Planning - Generation Facilities - Coal-Fueled Generating Facilities" above for additional
information regarding these plants.

In July 1995, the Navajo Nation enacted the Navajo Nation Air Pollution Prevention and Control Act,
the Navajo Nation Safe Drinking Water Act, and the Navajo Nation Pesticide Act (collectively, the "Navajo
Acts"). The Navajo Acts purport to give the Navajo Nation Environmental Protection Agency authority to
promulgate regulations covering air quality, drinking water, and pesticide activities, including those activities
that occur at Four Corners and the Navajo Plant. On October 17, 1995, the Four Corners participants and the
Navajo Plant participants each filed a lawsuit in the District Court of the Navajo Nation, Window Rock
District, challenging the applicability of the Navajo Acts as to Four Comers and the Navajo Plant. The Court
has stayed these proceedings pursuant to a request by the parties, and the parties are seeking to negotiate a
settlement.

In April 2000, the Navajo Nation Council approved operating permit regulations under the Navajo
Nation Air Pollution Prevention and Control Act. APS believes the Navajo Nation exceeded its authority when
it adopted the operating permit regulations. On July 12, 2000, the Four Corners participants and the Navajo
Plant participants each tiled a petition with the Navajo Supreme Court for review of these regulations. Those
proceedings have been stayed, pending the settlement negotiations mentioned above. APS cannot currently
predict the outcome of this matter.

On May 18, 2005, APS, SRP, as the operating agent for the Navajo Plant, and the Navajo Nation
executed a Voluntary Compliance Agreement to resolve their disputes regarding the Navajo Nation Air
Pollution Prevention and Control Act. As a result of this agreement, APS sought, and the courts granted,
dismissal of the pending litigation in the Navajo Nation Supreme Court and the Navajo Nation District Court,
to the extent the claims relate to the Clean Air Act. The agreement does not address or resolve any dispute
relating to other Navajo Acts. APS cannot currently predict the outcome of this matter.

Water Supply

Assured supplies of water are important for APS's generating plants. At the present time, APS has
adequate water to meet its needs. However, the Four Corners region, in which Four Corners is located, has
been experiencing drought conditions that may affect the water supply for the plants if adequate moisture is not
received in the watershed that supplies the area. APS is continuing to work with area stakeholders to
implement agreements to minimize the effect, if any, on future operations of the plant. The effect of the
drought cannot be fully assessed at this time, and APS cannot predict the ultimate outcome, if any, of the
drought or whether the drought will adversely affect the amount of power available, or the price thereof from
Four Corners.
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Conflicting claims to limited amounts of water in the southwestern United States have resulted in
numerous court actions, which, in addition to future supply conditions, have the potential to impact APS's
operations.

San Juan River Az#udication. Both groundwater and surface water in areas important to APS's
operations have been the subject of inquiries, claims, and legal proceedings, which will require a number of
years to resolve. APS is one of a number of parties in a proceeding, filed March 13, 1975, before the Eleventh
Judicial District Court in New Mexico to adjudicate rights to a stream system from which water for Four
Comers is derived. An agreement reached with the Navajo Nation in 1985, however, provides that if Four
Corners loses a portion of its rights in the adjudication, the Navajo Nation will provide, for an agreed upon
cost, sufficient water from its allocation to offset the loss. In addition, APS is a party to a water contract that
allows the company to secure water for Four Comers in the event of a water shortage and is a party to a
shortage sharing agreement, which provides for the apportionment of water supplies to Four Comers in the
event of a water shortage in the San Juan River Basin.

Gila RiverA¢Hudieation. A summons served on APS in early 1986 required all water claimants in the
Lower Gila River Watershed in Arizona to assert any claims to water on or before January 20, 1987, in an
action pending in Arizona Superior Court. Palo Verde is located within the geographic area subject to the
summons. APS's rights and the rights of the other Palo Verde participants to the use of groundwater and
effluent at Palo Verde are potentially at issue in this action. As operating agent of Palo Verde, APS filed claims
that dispute the court's jurisdiction over the Palo Verde participants' groundwater rights and their contractual
rights to effluent relating to Palo Verde. Alternatively, APS seeks confirmation of such rights. Several of
APS's other power plants are also located within the geographic area subject to the summons. APS's claims
dispute the court's jurisdiction over APS's groundwater rights with respect to these plants. Alternatively, APS
seeks confirmation of such rights. In November 1999, the Arizona Supreme Court issued a decision
confirming that certain groundwater rights may be available to the federal government and Indian tribes. In
addition, in September 2000, the Arizona Supreme Court issued a decision affirming the lower court's criteria
for resolving groundwater claims. Litigation on both of these issues has continued in the trial court. In
December 2005, APS and other parties filed a petition with the Arizona Supreme Court requesting
interlocutory review of a September 2005 trial court order regarding procedures for determining whether
groundwater pumping is affecting surface water rights. The Arizona Supreme Court denied the petition in May
2007, and the trial court is now proceeding with implementation of its 2005 order. No trial date concerning
APS's water rights claims has been set in this matter.

Little Colorado RiverA¢Hudieation. APS has tiled claims to water in the Little Colorado River
Watershed in Arizona in an action pending in the Apache County, Arizona, Superior Court, which was
originally tiled on September 5, 1985. APS's groundwater resource utilized at Cholla is within the geographic
area subject to the adjudication and, therefore, is potentially at issue in the case. APS's claims dispute the
court's jurisdiction over its groundwater rights. Alternatively, APS seeks confirmation of such rights. Other
claims have been identified as ready for litigation in motions filed with the court. No trial date concerning
APS's water rights claims has been set in this matter.

Although the above matters remain subject to further evaluation, APS does not expect that the
described litigation will have a material adverse impact on its financial position, results of operations, or cash
flows.
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BUSINESS OF OTHER SUBSIDIARIES

'Bright Canyon Energy

On July 31, 2014, Pinnacle West announced its creation of a wholly-owned subsidiary, BCE. BCE will
focus on new growth opportunities that leverage the Company's core expertise in the electric energy industry.
BCE's first initiative is a 50/50 joint venture with BHE U.S. Transmission LLC, a subsidiary of Berkshire
Hathaway Energy Company. The joint venture, named TransCanyon, is pursuing independent transmission
opportunities within the eleven states that comprise the Western Electricity Coordinating Council, excluding
opportunities related to transmission service that would otherwise be provided under the tariffs of the retail
service tem'tories of the venire partners' utility affiliates. TransCanyon continues to pursue transmission
development opportunities in the western United States consistent with its strategy.

El Dorado

I

El Dorado owns minority interests in several energy-related investments and Arizona community-based
ventures. El Dorado's short-term goal is to prudently realize the value of its existing investments. As of
December 3 l, 2015, El Dorado had total assets of approximately $9 million. El Dorado is not expected to
contribute in any material way to our future financial performance, nor will it require any material amounts of
capital over the next three years.

OTHER INFORMATION

Pinnacle West, APS and El Dorado are all incorporated in the State of Arizona. BCE is incorporated in
Delaware. Additional information for each of these companies is provided below:

Principal Executive Office
Address

Approximate
Number of

Employees at
December 31, 2015

Pinnacle West

Year of
Incorporation

1 9 8 5 9 3

APS 1920 6,309

BCE 2014 5

EI Dorado

400 North Fifth Street
Phoenix, AZ 85004

400 North Fifth Street
P.O. Box 53999
Phoenix, AZ 85072-3999

400 North Fifth Street
Phoenix, AZ 85004

400 North Fifth Street
Phoenix, AZ 85004

1983

Total 6,407

The APS number includes employees at jointly-owned generating facilities (approximately 2,830
employees) for which APS serves as the generating facility manager. Approximately 1,673 APS employees are
union employees, represented by the International Brotherhood of Electrical Workers ("IBEW") or the United
Security Professionals of America ("USPA"). APS concluded negotiations with IBEW representatives over the
new collective bargaining agreement in April 2015, and the new agreement is in place until March 3 l, 2018.
The contract provides an average wage increase of 2.0% for the first year, 2.25% for the second year and 3.0%
for the third year. The Company concluded negotiations with the USPA over the terms of a new collective
bargaining agreement in May of 2014, and the new agreement is in place until May 3 l, 2017.
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WHERE TO FIND MORE INFORMATION

We use our website (wwwpinnaclewesL com) as a channel of distribution for material Company
information. The following filings are available free of charge on our website as soon as reasonably
practicable after they are electronically filed with, or furnished to, the Securities and Exchange Commission
("SEC"): Annual Reports on Form l0-K, definitive proxy statements for our annual shareholder meetings,
Quarterly Reports on Form 10-Q, Current Reports on Form 8-K and all amendments to those reports. Our
board and committee charters, Code of Ethics for Financial Executives, Code of Ethics and Business Practices
and other corporate governance information is also available on the Pinnacle West website. Pinnacle West will
post any amendments to the Code of Ethics for Financial Executives and Code of Ethics and Business
Practices, and any waivers that are required to be disclosed by the rules of either the SEC or the New York
Stock Exchange, on its website. The information on Pinnacle West's website is not incorporated by reference
into this report.

You can request a copy of these documents, excluding exhibits, by contacting Pinnacle West at the
following address: Pinnacle West Capital Corporation, Office of the Corporate Secretary, Mail Station 8602,
P.O. Box 53999, Phoenix, Arizona 85072-3999 (telephone 602-250-4400).

ITEM IA. RISK FACTORS

In addition to the factors affecting specific business operations identified in the description of these
operations contained elsewhere in this report, set forth below are risks and uncertainties that could affect our
financial results. Unless otherwise indicated or the context otherwise requires, the following risks and
uncertainties apply to Pinnacle West and its subsidiaries, including APS.

GULATORY RISKS

Ourjinaneial condition depends upon APS's ability to recover costs in a timely manner from customers

through regulated rates and otherwise execute its business strategy.

APS is subject to comprehensive regulation by several federal, state and local regulatory agencies that
significantly influence its business, liquidity, results of operations and its ability to fully recover costs from
utility customers in a timely manner. The ACC regulates APS's retail electric rates and FERC regulates rates
for wholesale power sales and transmission services. The profitability ofAPS is affected by the rates it may
charge and the timeliness of recovering costs incurred through its rates. Consequently, our financial condition
and results of operations are dependent upon the satisfactory resolution of any APS rate proceedings and
ancillary matters which may come before the ACC and FERC, including in some cases how court challenges to
these regulatory decisions are resolved. Arizona, like certain other states, has a statute that allows the ACC to
reopen prior decisions and modify otherwise final orders under certain circumstances.

APS is currently pursuing certain activities, such as microgrid investments and construction of
renewable facilities intended for specific customers. To date, APS has not received regulatory assurance of

cost recovery for such investments. As APS engages in these activities, we will have to demonstrate to regulators
that these investments are both prudent and useful in providing electric service to customers.

The ACC must also approve APS's issuance of securities and any significant transfer or encumbrance of
APS property used to provide retail electric service, and must approve or receive prior notification of certain
transactions between us, APS and our respective affiliates. Decisions made by the ACC or FERC could have a

material adverse impact on our financial condition, results of operations or cash flows.
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In a recent appellate challenge to an ACC rate decision regarding a water company (referred to in Note 3 as
"SIB"), the Arizona Court oflAppeals considered the question of how the ACC should determine the "fair value" of
a utility's property, as specified in the Arizona Constitution, in connection with authorizing the recovery of costs .
through rate adjustors or surcharges outside of a rate case. The Court oflAppeals reversed the ACC's method of

finding fair value in that case, and raised questions concerning the relationship between fair value findings and the
recovery of capital and certain other utility costs through adjustors. The ACC sought review by the Arizona
Supreme Court of this decision and APS filed a brief supporting the ACC's petition to the Arizona Supremecoun
for review of the Court oflAppeals' decision. On February 9, 2016,the Arizona Supreme Court granted review of
the decision and oral argument is set for March 22, 2016. If the decision is upheld by the Supreme Court without
modification, certain APS rate adjustors may require modification. This could in tum have an impact on APS's
ability to recover certain costs in between rate cases. APS cannot predict the outcome of this matter.

APS's ability to eonduet its business operations and avoid fines andpenalties depends upon compliance with

federal, state or local statutes, regulations andACC requirements, and obtaining and maintaining certain

regulatory permits, approvals and certyieates.

APS must comply in good faith with all applicable statutes, regulations, rules, tariffs, and orders of
agencies that regulate APS's business, including FERC, NRC, EPA, the ACC, and state and local governmental
agencies. These agencies regulate many aspects ofAPS's utility operations, including safety and performance,
emissions, siting and construction of facilities, customer service and the rates that APS can charge retail and
wholesale customers. Failure to comply can subject APS to, among other things, fines and penalties. For
example, under the Energy Policy Act of 2005, FERC can impose penalties (up to one million dollars per day
per violation) for failure to comply with mandatory electric reliability standards. APS is also required to have
numerous permits, approvals and certificates from these agencies. APS believes the necessary permits,
approvals and certificates have been obtained for its existing operations and that APS's business is conducted
in accordance with applicable laws in all material respects. However, changes in regulations or the imposition
of new or revised laws or regulations could have an adverse impact on our results of operations. We are also
noble to predict the impact on our business and operating results from pending or future regulatory activities

of any of these agencies.

On January 28, 2016, an ACC Commissioner, Robert L. Bums, sent APS a Notice of Investigation
pursuant to an Arizona statute that authorizes a Commissioner and his agents to inspect the accounts, books,
papers and documents of any public service corporation, and examine under oath any officer, agent or
employee of such corporation in relation to the business and affairs of the corporation. The Notice states that
Commissioner Bums intends to investigate whether APS has used funds recoverable from ratepayers for
political contributions, lobbying, or charitable donations purposes, whether APS's corporate affiliates have
made contributions or donations under APS' brand name, and the degree to which APS and Pinnacle West are
"intertwined" in terms of organization, management and operations. APS intends to cooperate with this
investigation to the full extent that the matter is lawfully authorized, but cannot predict its timing or outcome.

The operation ofAPS's nuclear power plant exposes it to substantial regulatory oversight an d potentially
signyieant liabilit ies and capital expenditures.

The NRC has broad authority under federal law to impose safety-related, security-related and other
licensing requirements for the operation of nuclear generation facilities. Events at nuclear facilities of other
operators or impacting the industry generally may lead the NRC to impose additional requirements and
regulations on all nuclear generation facilities, including Palo Verde. As a result of the March 2011 earthquake
and tsluiamis that caused significant damage to the Fukushima Daiichi Nuclear Power Plant in Japan, various
industry organizations analyzed information from the Japan incident and develop action plans for U.S. nuclear
power plants. Additionally, the NRC performed its own independent review of the events at Fukushima

aiichi, including a review of the agency's processes and regulations in order to determine whether the agency

28
Schedule E-9

Page 32 of 193



Table of Contents

should promulgate additional regulations and possibly make more fundamental changes to the NRC's system
of regulation. As a result of the Fukushima event, the NRC has directed nuclear power plants to implement the
first tier recommendations of the NRC's Near Term Task Force. In response to these recommendations, Palo
Verde expects to spend approximately $0.5 million for capital enhancements to the plant over the next year in
addition to the approximate $125 million that has already been spent on capital enhancements as of December
31, 2015 (APS's share is 29.l%). We cannot predict whether these amounts will increase or whether additional
financial and/or operational requirements on Palo Verde and APS may be imposed.

In the event of noncompliance with its requirements, the NRC has the authority to impose a
progressively increased inspection regime that could ultimately result in the shut-down of a unit or civil
penalties, or both, depending upon the NRC's assessment of the severity of the situation, until compliance is
achieved. The increased costs resulting from penalties, a heightened level of scrutiny and implementation of
plans to achieve compliance with NRC requirements may adversely affect APS's financial condition, results of
operations and cash flows.

APS is subject to numerous environmental laws and regulations, and changes in, or liabilities under,
existing or new laws or regulations may increase APS's cost ofoperations or impact its business plans.

APS is, or may become, subject to numerous environmental laws and regulations affecting many
aspects of its present and future operations, including air emissions, water quality, discharges of wastewater
and streams originating from fly ash and bottom ash handling facilities, solid waste, hazardous waste, and coal
combustion products, which consist of bottom ash, fly ash, and air pollution control wastes. These laws and
regulations can result in increased capital, operating, and other costs, particularly with regard to enforcement
efforts focused on power plant emissions obligations. These laws and regulations generally require APS to
obtain and comply with a wide variety of environmental licenses, permits, and other approvals. If there is a
delay or failure to obtain any required environmental regulatory approval, or ifAPS fails to obtain, maintain, or
amply with any such approval, operations at affected facilities could be suspended or subject to additional

expenses. In addition, failure to comply with applicable environmental laws and regulations could result in
civil liability as a result of government enforcement actions or private claims or criminal penalties. Both
public officials and private individuals may seek to enforce applicable environmental laws and regulations.
APS cannot predict the outcome (financial or operational) of any related litigation that may arise.

Environmental Clean Up. APS has been named as a PRP for a SuperfUnd site in Phoenix, Arizona, and
it could be named a PRP in the future for other environmental clean-up at sites identified by a regulatory body.
APS cannot predict with certainty the amount and timing of all future expenditures related to environmental
matters because of the difficulty of estimating clean-up costs. There is also uncertainty in quantifying
liabilities under environmental laws that impose joint and several liability on all PRPs.

Regional Haze. APS has received final rulemakings imposing new requirements on Four Corners,
Cholla and the Navajo Plant. Pursuant to these rules, EPA and ADEQ will require these plants to install
pollution control equipment that constitutes BART to lessen the impacts of emissions on visibility surrounding
the plants. The financial impact of installing and operating the required pollution control equipment could
jeopardize the economic viability of these plants or the ability of individual participants to continue their
participation in these plants.

Coal Ash. In December 2014, EPA issued final regulations governing the handling and disposal of
CCR, which are generated as a result of burning coal and consist 0£ among other things, fly ash and bottom
ash. The mle regulates CCR as a non-hazardous waste. APS currently disposes of CCR in ash ponds and dry
storage areas at Cholla and Four Corners and in a dry landfill storage area at the Navajo Plant. To the extent
the rule requires the closure or modification of these CCR units or the construction of new CCR units beyond
what we currently anticipate, APS would incur significant additional costs for CCR disposal.
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Ozone NationalAmbientAir Quality Standards. In 2015, EPA finalized revisions to the national
ambient air quality standards for nitrogen oxides, which set new, more stringent standards intended to protect
human health and human welfare. Depending on the stringency of the final standards and the implementation
requirements, APS may be required to invest in new pollution control technologies and to generate emission
offsets for new projects or facility expansions located in ozone nonattainment areas.

APS cannot assure that existing environmental regulations will not be revised or that new regulations
seeking to protect the environment will not be adopted or become applicable to it. Revised or additional
regulations that result in increased compliance costs or additional operating restrictions, particularly if those
costs incurred by APS are not fully recoverable from APS's customers, could have a material adverse effect on
its financial condition, results of operations or cash flows. Due to current or potential future regulations or
legislation coupled with trends in natural gas and coal prices, the economics of continuing to own certain
resources, particularly coal facilities, may deteriorate, warranting early retirement of those plants, which may
result in asset impairments. APS would seek recovery in rates for the book value of any remaining investments
in the plants as well as other costs related to early retirement, but cannot predict whether it would obtain such
recovery.

APSfaees physical and operational risks related to climate effects, andpotentialjinaneial risks resulting from
climate change ligation and legislative andregulatory ports to limit GHG emissions.

Concern over climate change has led to significant legislative and regulatory efforts to limit CON,
which is a major byproduct of the combustion of fossil fuel, and other GHG emissions.

Financial Risks - Greenhouse Gas Regulation and the Clean Power Plan. In 2015, EPA finalized a
rule to limit carbon dioxide emissions from existing power plants. The implementation of this rule within the
jurisdictions where APS operates could result in a shift in in-state generation from coal to natural gas and
renewable generation. Such a substantial change in APS's generation portfolio could require additional capital
investments and increased operating costs, and thus have a significant financial impact on the Company. See
Note 10 for additional risks and uncertainties resulting from the Clean Power Pian.

Physical and Operational Risks. Weather extremes such as drought and high temperature variations
are common occurrences in the Southwest's desert area, and these are risks that APS considers in the normal
course of business in the engineering and construction of its electric system. Large increases in ambient
temperatures could require evaluation of certain materials used within its system and represent a greater
challenge.

Deregulation or restructuring of the electric industry may result in increased competition, which could nave

a significant adverse impact on APS's business and its results of operations.

In 1999, the ACC approved rules for the introduction of retail electric competition in Arizona. Retail
competition could have a significant adverse financial impact on APS due to an impairment of assets, a loss of
retail customers, lower profit margins or increased costs of capital. Although some very limited retail
competition existed in APS's service area in1999 and 2000, there are currently no active retail competitors
offering unbundled energy or other utility services to APS's customers. On May 9, 2013, the ACC voted to re-
examine the facilitation of a deregulated retail electric market in Arizona. The ACC subsequently opened a
docket for this matter and received comments from a number of interested parties on the considerations
involved in establishing retail electric deregulation in the state. One of these considerations is whether various
aspects of a deregulated market, including setting utility rates on a "market" basis, would be consistent with
the requirements of the Arizona Constitution On September ll, 2013, after receiving legal advice from the
ACC staff, the ACC voted 4-1 to close the current docket and await full Arizona Constitutional authority
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before any further examination of this matter. The motion approved by the ACC also included opening one or
more new dockets in the future to explore options to offer more rate choices to customers and innovative
changes within the existing cost-of-service regulatory model that could include elements of competition.

One of these options would be a continuation or expansion ofAPS's existing AG (Alternative
Generation) - 1 program, which essentially allows up to 200 MW of cumulative load to be served via a buy-
through arrangement with competitive suppliers of generation. On November 25, 2015, the ACC issued an
order approving a request by several AG-1 customers and suppliers to extend the term of the program from
July 1, 2016 to the conclusion ofAPS's next general rate case. The order also authorized APS to defer for
future recovery unmitigated unrecovered costs attributable to the program at 90% of the first $10 million per
year and at 100% of amounts above $10 million per year.

In 2010, the ACC issued a decision holding that solar vendors that install and operate solar facilities for
non-profit schools and governments pursuant to a specific type of contract that calculates payments based on
the energy produced are not "public service corporations" under the Arizona Constitution, and are therefore not
regulated by the ACC. The use of such products by customers within our territory results in some level of
competition. APS cannot predict when, and the extent to which, additional service providers will enter APS's
service territory, increasing the level of competition in the market.

Proposals to enable or support retail electric competition are made from time to time in legislative or
other forums in Arizona. We cannot predict future regulatory or legislative action that might result in increased
competition.

OPERATIONAL RISKS

PS's results of operations ear be adversely affected by various factors impacting demand for electricity.

Weather Conditions. Weather conditions directly influence the demand for electricity and affect the
price of energy commodities. Electric power demand is generally a seasonal business. In Arizona, demand for
power peaks during the hot summer months, with market prices also peaking at that time. As a result, APS's
overall operating results fluctuate substantially on a seasonal basis. In addition, APS has historically sold less
power, and consequently earned less income, when weather conditions are milder. As a result, unusually mild
weather could diminish APS's financial condition, results of operations and cash flows.

Higher temperatures may decrease the snowpack, which might result in lowered soil moisture and an
increased threat of forest fires. Forest tires could threaten APS's communities and electric transmission lines
and facilities. Any damage caused as a result of forest fires could negatively impact APS's financial condition,
results of operations or cash flows.

Effects of Energy Conservation Measures and Distributed Energy The ACC has enacted
rules regarding energy efficiency that mandate a 22% annual energy savings requirement by 2020. This will
likely increase participation by APS customers in energy efficiency and conservation programs and other
demand-side management efforts, which in tum will impact the demand for electricity. The rules also include
a requirement for the ACC to review and address financial disincentives, recovery of fixed costs and the
recovery of net lost income/revenue that would result from lower sales due to increased energy efficiency
requirements. To that end, the settlement agreement in APS's most recent retail rate case (the "2012 Settlement
Agreement") includes a mechanism, the LFCR, to address these matters.

APS must also meet certain distributed energy requirements. A portion ofAPS's total renewable
energy requirement must be met with an increasing percentage of distributed energy resources (generally, small
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scale renewable technologies located on customers' properties). The distributed energy requirement was 25%
of the overall RES requirement of 3% in 2011 and increased to 30% of the applicable RES requirement for

012 and subsequent years. Customer participation in distributed energy programs would result in lower
emend, since customers would be meeting some or all of their own energy needs. Reduced demand due to

these energy efficiency and distributed energy requirements, unless substantially offset through ratemaking
mechanisms, could have a material adverse impact on APS's financial condition, results of operations and cash
flows.

Customer and Sales Growth. For the three years 2013 through 2015, APS's retail customer growth
averaged 1.3% per year. We currently expect annual customer growth to average in the range of 2.0-3 .0% for
2016 through 2018 based on our assessment of modestly improving economic conditions in Arizona. For the
three years 2013 through 2015 APS experienced annual increases in retail electricity sales averaging 0. 1 %,
adjusted to exclude the effects of weather variations. We currently estimate that annual retail electricity sales
in kph will increase on average in the range of 0.5- 1 .5% during 2016 through 2018, including the effects of
customer conservation and energy efficiency and distributed renewable generation initiatives, but excluding the
effects of weather variations. Actual customer and sales growth may differ from our projections as a result of
numerous factors, such as economic conditions, customer growth, usage patterns and energy conservation,
impacts of energy efficiency programs and growth in distributed generation, and responses to retail price
changes. Additionally, recovery of a substantial portion of our fixed costs of providing service is based upon
the volumetric amount of our sales. If our customer growth rate does not continue to improve as projected, or
if it declines, or if the Arizona economy fails to improve, we may be unable to reach our estimated demand
level and sales projections, which could have a negative impact on our financial condition, results of operations
and cash flows.

The operation 0/power generation facilities and transmission systems involves risks that could result in

reduced output or unscheduled outages, which could materially affect APS's results of operations.

The operation of power generation, transmission and distribution facilities involves certain risks,
including the risk of breakdown or failure of equipment, fuel interruption, and performance below expected
levels of output or efficiency. Unscheduled outages, including extensions of scheduled outages due to
mechanical failures or other complications, occur from time to time and are an inherent risk ofAPS's business.
Because our transmission facilities are interconnected with those of third parties, the operation of our facilities
could be adversely affected by unexpected or uncontrollable events occurring on the larger transmission power
grid, and the operation or failure of our facilities could adversely affect the operations of others. leAPS's
facilities operate below expectations, especially during its peak seasons, it may lose revenue or incur additional
expenses, including increased purchased power expenses. Concerns over physical security of these assets is
also increasing, which may require us to incur additional capital and operating costs to address. Damage to
certain of our facilities due to vandalism or other deliberate acts could lead to outages or other adverse effects.

The inability to successfully develop or acquire generation resources to meet reliability requirements, new
or evolving standards or regulations could adversely impact our business.

Potential changes in regulatory standards, impacts of new andexisting laws and regulations, including
environmental laws and regulations, and the need to obtain certain regulatory approvals create uncertainty
surrounding our generation portfolio. The current abundance of low, stably priced natural gas, together with
environmental and other concerns surrounding coal-fired generation resources, create strategic questions
related to the appropriate generation portfolio and fuel diversification mix. In addition, APS is required by the
ACC to meet certain energy resource portfolio requirements such as the EES and the RES. The development
of any generation facility is subject to many risks, including risks related to financing, siting, permitting,
technology, the construction of sufficient transmission capacity to support these facilities and stresses to

generation and transmission resources from intermittent generation characteristics of renewable resources.
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APS's inability to adequately develop or acquire the necessary generation resources could have a material
adverse impact on our business and results of operations.

The lack o/access to sufficient supplies of water couldhave a material adverse impact on APS's business

and results of operations.

Assured supplies of water are important for APS's generating plants. Water in the southwestern United
States is limited, and various parties have made conflicting claims regarding the right to access and use such
limited supply of water. Both groundwater and surface water in areas important to APS's generating plants
have been and are the subject of inquiries, claims and legal proceedings. In addition, the region in which
APS's power plants are located is prone to drought conditions, which could potentially affect the plants' water
supplies. APS's inability to access sufficient supplies of water could have a material adverse impact on our
business and results of operations.

We are subject to eybersecurity risks and risks of unauthorized access to our systems.

In the regular course of our business, we handle a range of sensitive security, customer and business
systems information. A security breach of our information systems such as theft or the inappropriate release of
certain types of information, including confidential customer, employee, financial or system operating
information, could have a material adverse impact on our financial condition, results of operations or cash
flows. We operate in a highly regulated industry that requires the continued operation of sophisticated
information technology systems and network infrastructure. Despite implementation of security measures, our
technology systems are vulnerable to disability, failures or unauthorized access. Our generation, transmission
and distribution facilities, information technology systems and other infrastructure facilities and systems and
physical assets could be targets of such unauthorized access. Failures or breaches of our systems could iMpact
the reliability of our generation, transmission and distribution systems and also subject us to financial harm. If

ur technology systems were to fail or be breached and if we are unable to recover in a timely way, we may not
be able to fulfill critical business functions and sensitive confidential data could be compromised, which could
have a material adverse impact on our financial condition, results of operations or cash flows.

We are subject to laws and rules issued by multiple government agencies concerning safeguarding and
maintaining the confidentiality of our security, customer and business information. One of these agencies,
NERC, has issued comprehensive regulations and standards surrounding the security of our operating systems,
and is continually in the process of developing updated and additional requirements with which the utility
industry must comply. The increasing promulgation of NERC rules and standards will increase our
compliance costs and our exposure to the potential risk of violations of the standards.

We have experienced, and expect to continue to experience, these types of threats and attempted
intrusions. The implementation of additional security measures could increase costs and have a material
adverse impact on our financial results. We have obtained cyder insurance to provide coverage for a portion of
the losses and damages that may result from a security breach of our information technology systems, but such
insurance may not cover the total loss or damage caused by a breach. These types of events could alsorequire
significant management attention and resources, and could adversely affect Pinnacle West's and APS's
reputation with customers and the public.
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The ownership and operation of power generation and transmission facilities on Indian lands could result

in uncertainty related to continued leases, easements and rights-of-way, which could have a significant

impact on our business.

Certain APS power plants and portions of the transmission lines that carry power from these plants are
located on Indian lands pursuant to leases, easements or other rights-of-way that are effective for specified
periods. APS is unable to predict the final outcome of pending and future approvals by applicable governing
bodies with respect to renewals of these leases, easements and rights-of-way.

There are inherent risks in the ownership and operation of nuclearfacilities, such as environmental, health,
fuel supply, spent fuel disposaL regulatory andjinaneial risks and the risk of terrorist attack.

APS has an ownership interest in and operates, on behalf of a group of participants, Palo Verde, which
is the largest nuclear electric generating facility in the United States. Palo Verde constitutes approximately
19% of our owned and leased generation capacity. Palo Verde is subject to environmental, health and financial
risks, such as the ability to obtain adequate supplies of nuclear Mel; the ability to dispose of spent nuclear fuel;
the ability to maintain adequate reserves for decommissioning; potential liabilities arising out of the operation
of these facilities; the costs of securing the facilities against possible ten'orist attacks; and unscheduled outages
due to equipment and other problems. APS maintains nuclear decommissioning trust funds and external
insurance coverage to minimize its financial exposure to some of these risks, however, it is possible that
damages could exceed the amount of insurance coverage. In addition, APS may be required under federal law
to pay up to $1 ll million (but not more than $16.6 million per year) of liabilities arising out of a nuclear
incident occurring not only at Palo Verde, but at any other nuclear power plant in the United States. Although
we have no reason to anticipate a serious nuclear incident at Palo Verde, if an incident did occur, it could
materially and adversely affect our results of operations and financial condition. A major incident at a nuclear
facility anywhere in the world could cause the NRC to limit or prohibit the operation or licensing of any
domestic nuclear unit and to promulgate new regulations that could require significant capital expenditures

and/or increase operating costs.

The use of derivative contracts in the normal course four business could result in jinancial losses that
negatively impact our results of operations.

APS's operations include managing market risks related to commodity prices. APS is exposed to the
impact of market fluctuations in the price and transportation costs of electricity, natural gas and coal to the
extent that unhedged positions exist. We have established procedures to manage risks associated with these
market fluctuations by utilizing various commodity derivatives, including exchange traded futures and options
and over-the-counter forwards, options, and swaps. As part of our overall risk management program, we enter
into derivative transactions to hedge purchases and sales of electricity and fuels. The changes in market value
of such contracts have a high correlation to price changes in the hedged commodity. To the extent that
commodity markets are illiquid, we may not be able to execute our risk management strategies, which could
result in greater unhedged positions than we would prefer at a given time and financial losses that negatively
impact our results of operations.

The Dodd-Frank Wall Street Reform and Consumer Protection Act ("Dodd-Frank Act") contains
measures aimed at increasing the transparency and stability of the over-the counter, or OTC, derivative markets
and preventing excessive speculation. The Dodd-Frank Act could restrict, among other things, trading positions
in the energy futures markets, require different collateral or settlement positions, or increase regulatory
reporting over derivative positions. Based on the provisions included in the Dodd-Frank Act and the
implementation of regulations, these changes could, among other things, impact our ability to hedge
commodity price and interest rate risk or increase the costs associated with our hedging programs.
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We are exposed to losses in the event of nonperformance or nonpayment by counterparties. We use a
risk management process to assess and monitor the financial exposure of all counterparties. Despite the fact
that the majority ofAPS's trading counterparties are rated as investment grade by the rating agencies, there is
still a possibility that one or more of these companies could default, which could result in a material adverse
impact on our earnings for a given period.

Changes in technology co old create enallengesfor APS's existing business.

Alternative energy technologies that produce power or reduce power consumption or emissions are
being developed and commercialized, including renewable technologies such as photovoltaic (solar) cells,
customer-sited generation, energy storage (batteries), and efficiency technologies. Advances in technology and
equipment/appliance efficiency could reduce the demand for supply from conventional generation, which
could adversely affect APS's business.

APS continues to pursue and implement advanced grid technologies, including transmission and
distribution system technologies and digital meters enabling two-way communications between the utility and
its customers. Many of the products and processes resulting from these and other alterative technologies have
not yet been widely used or tested on a long-term basis, and their use on large-scale systems is not as
established or mature as APS's existing technologies and equipment. Widespread installation and acceptance
of new technologies could enable the entry of new market participants, such as technology companies, into the
interface between APS and its customers and could have other unpredictable effects on APS's business.

,i

Deployment of renewable energy technologies is expected to continue across the western states and
result in a larger portion of the overall energy production coming from these sources. These trends, which
have benefited from historical and continuing government subsidies for certain technologies, have the potential
o put downward pressure on wholesale power prices throughout the western states which could make APS's

existing generating facilities less economical and impact their operational patterns and long-term viability.

We are subject to employee workforce /actors that could adversely ajfeet our business andjinancial

condition.

Like most companies in the electric utility industry, our workforce is maturing, with approximately
36% of employees eligible to retire by the end of 20 l8. Although we have undertaken efforts to recruit and
train new employees, we face increased competition for talent. We are subject to other employee workforce
factors, such as the availability of qualified personnel, the need to negotiate collective bargaining agreements
with union employees and potential work stoppages. These or other employee workforce factors could
negatively impact our business, financial condition or results of operations.

FINANCIAL RISKS

Financial market disruptions or new rules or regulations may increase our financing costs or limit our

aeeess to various financial markets, when may adversely affect our liquidity and our ability to implement

our finaneial strategy.

Pinnacle West and APS rely on access to credit markets as a significant source of liquidity and the
capital markets for capital requirements not satisfied by cash flow from our operations. We believe that we
will maintain sufficient access to these financial markets. However, certain market disruptions or rules or
regulations may cause our cost of borrowing to increase generally, and/or otherwise adversely affect our ability
to access these financial markets.
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In addition, the credit commitments of our lenders under our bank facilities may not be satisfied or
continued beyond current commitment periods for a variety of reasons, including new rules and regulations,
periods of financial distress or liquidity issues affecting our lenders or financial markets, which could
materially adversely affect the adequacy of our liquidity sources and the cost of maintaining these sources.

Changes in economic conditions, monetary policy, financial regulation or other factors could result in
higher interest rates, which would increase interest expense on our existing variable rate debt and new debt we
expect to issue in the future, and thus reduce funds available to us for our current plans.

Additionally, an increase in our leverage, whether as a result of these factors or otherwise, could adversely
affect us by:

causing a downgrade of our credit ratings,
increasing the cost of future debt financing and refinancing,
increasing our vulnerability to adverse economic and industry conditions, and
requiring us to dedicate an increased portion of our cash flow from operations to payments on
our debt, which would reduce funds available to us for operations, future investment in our
business or other purposes.

A downgrade four credit ratings could materially and adversely affect our business, /inaneial condition
and results of operations.

Our current ratings are set forth in "Liquidity and Capital Resources - Credit Ratings" in Item 7. We
cannot be sure that any of our current ratings will remain in effect for any given period of time or that a rating
will not be lowered or withdrawn entirely by a rating agency if, in its judgment, circumstances in the future so

arrant. Any downgrade or withdrawal could adversely affect the market price of Pinnacle West's and APS's
securities, limit our access to capital and increase our borrowing costs, which would diminish our financial
results. We would be required to pay a higher interest rate for future financings, and our potential pool of
investors and funding sources could decrease. In addition, borrowing costs under our existing credit facilities
depend on our credit ratings. A downgrade could also require us to provide additional support in the font of
letters of credit or cash or other collateral to various counterparties. If our short-term ratings were to be
lowered, it could severely limit access to the commercial paper market. We note that the ratings from rating
agencies are not recommendations to buy, sell or hold our securities and that each rating should be evaluated
independently of any other rating.

Investmentperformance, changing interest rates and other economic factors could decrease the value of
our gene/it plan assets and nuclear decommissioning trust funds and increase the valuation four related

obligations, resulting in significant additional funding requirements. We are subject to risks related to the
provision of employee healthcare benefits and healthcare reform legislation. Any inability to fully recover
these costs in our utility rates would negatively impact our/inancial condition.

We have significant pension plan and other postretirement benefits plan obligations tO our employees
and retirees, and legal obligations to fund nuclear decommissioning trusts for Palo Verde. We hold and invest
substantial assets in these trusts that are designed to provide funds to pay for certain of these obligations as
they arise. Declines in market values of the fixed income and equity securities held in these trusts may
increase our finding requirements into the related trusts. Additionally, the valuation of liabilities related to our
pension plan and other postretirement benefit plans are impactedby a discount rate, which is the interest rate
used to discount future pension and other postretirement benefit obligations. Declining interest rates decrease
the discount rate, increase the valuation of the plan liabilities and may result in increases in pension and other
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postretirement benefit costs, cash contributions, regulatory assets, and charges to OCI. Changes in
demographics, including increased number of retirements or changes in life expectancy and changes in other
actuarial assumptions, may also result in similar impacts. The minimum contributions required under these
plans are impacted by federal legislation. Increasing liabilities or otherwise increasing funding requirements
under these plans, resulting from adverse changes in legislation or otherwise, could result in significant cash
funding obligations that could have a material impact on our financial position, results of operations or cash
flows.

We recover most of the pension costs and other postretirement benefit costs and all of the nuclear
decommissioning costs in our regulated rates. Any inability to fully recover these costs in a timely manner
would have a material negative impact on our financial condition, results of operations or cash flows.

Employee healthcare costs in recent years have continued to rise. Most of the Patient Protection and
Affordable Care Act provisions have been implemented, however, costs and other effects of the legislation,
which may include the cost of compliance and potentially increased costs of providing for medical insurance
for our employees, cannot be determined with certainty at this time.

Our eashflow depends on the performance ofAPS.

We derive essentially all of our revenues and earnings from our wholly owned subsidiary, APS.
Accordingly, our cash flow and our ability to pay dividends on our common stock is dependent upon the
earnings and cash flows ofAPS and its distributions to us. APS is a separate and distinct legal entity and has
no obligation to make distributions to us.

APS's financing agreements may restrict its ability to pay dividends, make distributions or otherwise
transfer funds to us. In addition, an ACC financing order requires APS to maintain a common equity ratio of at
least 40% and does not allow APS to pay common dividends if the payment would reduce its common equity
below that threshold. The common equity ratio, as defined in the ACC order, is total shareholder equity
divided by the sum of total shareholder equity and long-term debt, including current maturities of long-term
debt.

Pinnacle West's ability to meet its debt service obligations could be adversely affected because its debt
securities are structurally subordinated to the debt securities and other obligations omits subsidiaries.

Because Pinnacle West is structured as a holding company, all existing and future debt and other
liabilities of our subsidiaries will be effectively senior in right of payment to our debt securities. The assets
and cash flows of our subsidiaries will be available, in the first instance, to service their own debt and other
obligations. Our ability to have the benefit of their cash flows, particularly in the case of any insolvency or
financial distress affecting our subsidiaries, would arise only through our equity ownership interests in our
subsidiaries and only after their creditors have been satisfied.

The market price four common stock may be volatile.

The market price of our common stock could be subject to significant fluctuations in response to
factors such as the following, some of which are beyond our control:

variations in our quarterly operating results;
operating results that vary from the expectations of management, securities analysts and
investors,
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changes in expectations as to our future financial performance, including financial estimates by
securities analysts and investors,
developments generally affecting industries in which we operate,
announcements by us or our competitors of significant contracts, acquisitions, joint marketing
relationships, joint ventures or capital commitments,
announcements by third parties of significant claims or proceedings against us,
favorable or adverse regulatory or legislative developments,
our dividend policy;
future sales by the Company of equity or equity-linked securities; and
general domestic and international economic conditions.

In addition, the stock market in general has experienced volatility that has often been unrelated to the
operating performance of a particular company. These broad market fluctuations may adversely affect the
market price of our common stock.

Certain provisions four articles of incorporation and bylaws and of Arizona law make it dwicultfor
shareholders to change the composition four board and may discourage takeover attempts.

These provisions, which could preclude our shareholders from receiving a change of control premium,
include the following:

• restrictions on our ability to engage in a wide range of "business combination" transactions
with an "interested shareholder" (generally, any person who owns 10% or more of our
outstanding voting power or any of our affiliates or associates) or any affiliate or associate of
an interested shareholder, unless specific conditions are met,

anti-greenmail provisions of Arizona law and our bylaws that prohibit us from purchasing
shares of our voting stock from beneficial owners of more than 5% of our outstanding shares
unless specified conditions are satisfied,

the ability of the Board of Directors to increase the size of the Board of Directors and fill
vacancies on the Board of Directors, whether resulting from such increase, or from death,
resignation, disqualification or otherwise, and
the ability of our Board of Directors to issue additional shares of common stock and shares of
preferred stock and to determine the price and, with respect to preferred stock, the other terms,
including preferences and voting rights, of those shares without shareholder approval.

While these provisions have the effect of encouraging persons seeking to acquire control of us to
negotiate with our Board of Directors, they could enable the Board of Directors to hinder or frustrate a
transaction that some, or a majority, of our shareholders might believe to be in their best interests and, in that
case, may prevent or discourage attempts to remove and replace incumbent directors.

ITEM LB. UNRESOLVED STAFF COMMENTS

Neither Pinnacle West nor APS has received written comments regarding its periodic or current reports
from the SEC staff that were issued 180 days or more preceding the end of its 2015 fiscal year and that remain
unresolved.
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ITEM 2. PROPERTIES

'Generation Facilities

APS's portfolio of owned and leased generating facilities is provided in the table below:

No. of
Units

%
Owned (a)

Principal
Fuels
Used

Primary
Dispatch

Type

Owned
Capacity

( M W)

3 29.1% Uranium Base Load 1,146
1,146

63%2

2

3

2

14%

Coal

Coal

Coal

Gas

Base Load

Base Load

Base Load

Peaking

970
387
315
220

1,892

2

5

Gas

Gas

Load Following

Load Following
984
887

1,871

2

2

1

1

1 0

2

3

1

2

Gas

Gas/Oil

Gas

Oil

Gas

Gas

Gas/Oil

Oi l

Gas

PB8.killg

Peakilng

Peaking

Peaking

Peaking

Peaddng

Peacing

Peaking

Peaking

110
110
79
16

420
110
93
54
96

1,088

1

l

1

1

l

1

l

1

1

Solar

Solar

Solar

Solar

Solar

Solar

Solar

Solar

Solar

Solar

Solar

As Available

As Available

As Available

Name
Nuclear:

Palo Verde (b)

Total Nuclear

Steam:

Four Comers 4, 5 (c)

Cholla (d)

Navajo (e)

Ocotillo .

Total Steam

Combined Cycle:

Redhawk

West Phoenix

Total Com bipedCycle

Combustion Turbine:

Ocotillo

Saguaro 1, 2

Saguaro 3

Douglas

Sundance

West Phoenix

Yucca 1, 2, 3

Yucca 4

Yucca 5, 6

Total Combustion Turbine

Solar:

Cotton Center

Hyder

Paloma

Chino Valley

Gila Bend

Hyder II

Foothills

Luke AFB

Desert Star

APS Owned Distributed Energy

Multiple facilities

Total Solar

Total Capacity

As Available

As Available

As Available

As Available

As Available

As Available

As Available

As Available

17
16
17
19
32
14
35
10
10
15
4

189
6,186
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(a) 100% unless otherwise noted.
(b) See "Business of Arizona Public Service Company - Energy Sources and Resource Planning _

Generation Facilities - Nuclear" in Item l for details regarding leased interests in Palo Verde. The
other participants are Salt River Project (17.49%), SCE (15.8%), El Paso (15.8%), Public Service
Company of New Mexico (l0.2%), Southern California Public Power Authority (5.91%), and Los
Angeles Department of Water & Power (5.7%). The plant is operated by APS.

(c) The other participants are Salt River Project (10%), Public Service Company of New Mexico (13%),
Tucson Electric Power Company (7%) and El Paso (7%). The plant is operated by APS.

(d) Cholla Unit 2's last day of service was on October 1, 2015.
(e) The other participants are Salt River Project (21 .7%), Nevada Power Company (11 .3%), the United

States Government (24.3%), Tucson Electric Power Company (7.5%) and Los Angeles Department of
Water & Power (21.2%). The plant is operated by Salt River Project.

See "Business of Arizona Public Service Company - Environmental Matters" in Item 1 with respect
to matters having a possible impact on the operation of certain ofAPS's generating facilities.

See "Business of Arizona Public Service Company" in Item 1 for a map detailing the location ofAPS's
major power plants and principal transmission lines.

Transmission and Distribution Facilities

Current Facilities. APS's transmission facilities consist of approximately 6,070 pole miles of
overhead lines and approximately 49 miles of underground lines, 5,847 miles of which are located in Arizona.
APS's distribution facilities consist of approximately 11,077 miles of overhead lines and approximately 18,07 I
miles of underground primary cable, all of which are located in Arizona. APS distribution facilities reflect an
actual net gain of 169 miles in 2015. APS shares ownership of some of its transmission facilities with other
companies. The following table shows APS's jointly-owned interests in those transmission facilities recorded

on the Consolidated Balance Sheets at December 31, 2015:

Percent Owned
(Weighted-
Average)

Morgan - Pinnacle Peak System

Palo Verde - Estrella 500kV System

Round Valley System

ANPP 500kV System

Navajo Southern System

Four Comers Switchyards

Palo Verde - Yuma 500kV System

Phoenix -Mead System

Palo Verde - Morgan System

Hassayampa - North Gila System

Cholera 500 Switchyard

Saguaro 500 Switchyard

64.8%

50.0%

50.0%

33.4%

22.7%

49.8%

19.3%

17.1%

87.7%
80.0%

85.7%

75.0%

Expansion. Each year APS prepares and files with the ACC a ten-year transmission plan. In APS's
2015 plan, APS projects it will develop 275 miles of new lines over the next ten years. One significant project
currently under development is a new 500kV path that will span from the Palo Verde hub around the western
and northern edges of the Phoenix metropolitan area and terminate at a bulk substation in the northeast part of
Phoenix. The Palo Verde to Morgan System includes Palo Verde-Delaney-Sun Valley-Morgan. The project
consists of four phases. The first phase, Morgan to Pinnacle Peak 500kV, is currently in-sewice. The second
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and third phases, Delaney to Palo Verde 500kV and Delaney to Sun Valley 500kV, are under construction and
are expected to be energized by May 2016. The fourth phase, Morgan to Sun Valley 500kV, has been
permitted and is in final design and development. In total, the projects consist of over 100 miles of new 500kV
lines, with many of those miles constructed with the capability to string a 230kV line as a second circuit.

APS continues to work with regulators to identify transmission projects necessary to support renewable
energy facilities. Two such projects, which are included in APS's 2015 transmission plan, are the Delaney to
Palo Verde line and the North Gila to Hassayampa line, both of which are intended to support the transmission
of renewable energy to Phoenix and California. The North Gila to Hassayampa line went into service in May
2015.

Physical Security Standards. On July 14, 2015, FERC approved version 2 of the proposed Physical
Security Reliability Standard CIP-014 (CIP-014-2). As a result, CIP-014-2, the Physical Security Reliability
Standard that requires transmission owners and operators to protect those critical transmission stations and
substations and their associated primary control centers that, if rendered inoperable or damaged as a result of a
physical attack, could result in widespread instability, uncontrolled separation or cascading within an
interconnection, became effective on October 2, 2015, triggering a series of staggered, but interdependent
obligations for APS. As required by the Physical Security Reliability Standard, APS determined its critical
transmission stations and substations and associated primary control centers that will be required to comply
with the standard by October 2, 2015. However, as contemplated under CIP-014-2, this verification has
triggered additional requirements and obligations within the Physical Security Reliability Standard that are not
yet due to be completed. These remaining obligations, which consist of a risk evaluation and development and
verification of a physical security plan, are due to be completed by the end the third quarter of 2016. Until
APS has completed all required activities under the Physical Security Reliability Standard, we cannot predict
the extent of any financial or operational impacts on APS.

NERC Critical Infrastructure Protection Requirements. In 2014, APS initiated a comprehensive
project to ensure compliance with Version 5 ofNERC's Critical Infrastructure Protection Requirements (CIP
V.5) which will become effective April l, 2016. APS will be incurring incremental capital expenditures
through 2017 associated with the CIP V.5 compliance implementation project estimated to be approximately
$52 million.

Plant and Transmission Line Leases and Rights-of-Way on Indian Lands

The Navajo Plant and Four Corners are located on land held under leases from the Navajo Nation and
also under rights-of-way from the federal government. The right-of-way and lease for the Navajo Plant expire
in 2019 and the right-of-way and lease for Four Corners were scheduled to expire in 2016. In March, 201 l, the
Navajo Nation Council signed a resolution approving a 25-year extension to the existing Four Corners lease
term and providing Navajo Nation consent to renewal of the related rights-of-way. The effectiveness of the
lease amendment also required the approval of the DOI, as did the related federal rights-of-way grant. A
federal environmental review was undertaken as part of the DOI review process, and culminated in the
issuance by DOI of a record of decision on July 17, 2015. The record of decision provides the authority for the
Bureau of Indian Affairs to sign the lease amendments and rights-of-way renewals, which occurred in late July
2015.

Certain portions of the transmission lines that carry power from several of our power plants are located
on Indian lands pursuant to rights-of-way that are effective for specified periods. Some of these rights-of-way
have expired and our renewal applications have not yet been acted upon by the appropriate Indian tribes or
federal agencies. Other rights expire at various times in the future and renewal action by the applicable tribe or
federal agencies will be required at that time. In recent negotiations, certain of the affected Indian tribes have
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required payments substantially in excess of amounts that we have paid in the past for such rights-of-way. The
ultimate cost of renewal of certain of the rights-of-way for our transmission lines is therefore uncertain.

ITEM 3. LEGAL PROCEEDINGS

See "Business of Arizona Public Service Company - Environmental Matters" in Item 1 with regard to
pending or threatened litigation and other disputes.

SeeNote 3 for ACC and FERC-related matters.

See Note 10 for information regarding environmental matters, Superfund-related matters, matters
related to a September 2011 power outage and a New Mexico tax matter.

ITEM 4. MINE SAFETY DISCLOSURES

Not applicable.
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EXECUTIVE OFFICERS OF PINNACLE WEST

Pinnacle West's executive officers are elected no less often than annually and may be removed by the
Board of Directors at any time. The executive officers, their ages at February 19, 2016, current positions and
principal occupations for the past five years are as follows:

Name

Donald E. Brandt
Age

6 l

Period

2009-Present

Robert S. Bement

Denise R. Danner

60

60

2013-Present

2008-Present

2008-Present

201 I-Present

20 l0-Present

Patrick Dinked 5 2

Position

Chairman of the Board and Chief Executive Officer otlPinnacle West;
Chairman of the Board of APS

President of APS

President of Pinnacle West

Chief Executive Officer of APS

Senior VicePresident, Site Operations, PVNGS, ofAPS

Vice President, Controller and Chief Accounting Officer of Pinnacle
West; Chief Accounting Officer of APS

Vice President and Controller ofAPS

Vice President, Transmission and Distribution Operations of APS

Vice President, Resource Management of APS

Xps President, Power Marketing, Resource Planning and Acquisition of

2009-Present

2014-Present

2012-2014

2011-2012

RandallK.Edington 62

Vice President, Power Marketing and Resource Planning of APS

Executive Vice President and Chief Nuclear Officer, PVNGS, of APS

2010-2011

2007-Present

David P. Falck 62

'Danlel T.Froetscher 54
\

Barbara M . Gomez 6]

Jeffrey B. Guldner 50

James R. Hatfield 5 8

John S. Hatfield

Tammy D. McLeod

50

54

Lee R. Nickloy

Mark A. Schiavoni

49

60

Executive Vice President and General Counsel of Pinnacle West and APS

Secretary of Pinnacle West and APS

Senior Vice President, Transmission, Distribution & Customers of APS

Vice President, Energy Delivery of APS

Vice President, Human Resources ofAPS

Vice President, Chief Procurement Officer of APS

Vice President, Supply Chain Management of APS

Senior Vice President, Public Policy of APS

Senior Vice President, Customers and Regulation of APS

Vice President, Rates and Regulation of APS

Executive Vice President of Pinnacle Westand APS

Chief Financial Officer of Pinnacle West and APS

Senior Vice President of Pinnacle West and APS

Vice President, Communications of APS

Vice President, Resource Management of APS

Vice President and Chief Customer Officer of APS

Vice President and Treasurer of Pinnacle West and APS

Executive Vice President and Chief Operating Officer of APS

Executive VicePresident,Operations of APS

Senior Vice President, Fossil Operations of APS

2009-Present

2009-2012

2014-Present

2008-2014

20 l4-Present

2013-2014

2010-2013

2014-Present

2012-2014

2007-2012

20 l2-Present

2008-Present

2008-2012

2010-Present

20 l4-Present

2007-2014

2010-Present

2014-Present

20 l2-2014

2009-2012
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PART II

ITEM 5. MARKET FOR REGISTRANTS' COMMON EQUITY, RELATED
STOCKHOLDER MATTERS AND ISSUER PURCHASES OF EQUITY SECURITIES

Pinnacle West's common stock is publicly held and is traded on the New York Stock Exchange. At the
close of business on February 12, 2016, Pinnacle West's common stock was held of record by approximately
20,570 shareholders.

QUARTERLY STOCK PRICES AND DWIDENDS PAID PER SHARE
STOCK SYMBOL: PNW

2015

let Quarter

2nd Quarter

3rd Quarter

4th Quarter

$

High

73.31 s

64.95

65.23

67.02

Low

61.53 $

56.01

56.77

60.70

Dividends
Close Per Share

63.75 s 0.595

56.89 0.595

64. 14 0.595

64.48 0.625

2014

ls Quarter

2nd Quarter

3rd Quarter

4m Quarter

s

High

55.99 $

58.06

57.95

71.11

Low

51.15 $

53.71

52.13

54.59

Dividends

Close PerShare

54.66 $ 0.5675

57.84 0.5675

54.64 0.5675

68.31 0.595

APS's common stock is wholly-owned by Pinnacle West and is not listed for trading on any stock
exchange. As a result, there is no established public trading market for APS's common stock.

The chart below sets forth the dividends paid on APS's common stock for each of the four quarters for
2015 and 2014.

Common Stock Dividends
(Dollars in Thousands)

Quarter

let Quarter

2nd Quarter

3rd Quarter

4m Quarter

s

2015

65,800
65,900
65,900
69,300

$

2014

_ .62,500
62,600
62,700
65,800

The sole holder ofAPS's common stock, Pinnacle West, is entitled to dividends when and as declared
out of legally available funds. As of December 31, 2015, APS did not have any outstanding preferred stock.
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Issuer Purchases of Equity Securities

The following table contains infonnation about our purchases of our common stock during the fourth
quarter of 2015.

Total
Number of

Shares
Purchased

(1)

Average
Price Paid
per Share

Total Number of
Shares Purchased
as Part of Publicly
Announced Plans

or Programs

Maximum Number of
Shares that May Yet Be
Purchased Under the
Plans or ProgramsPeriod

October l - October 3 l , 2015

November 1 - November 30, 2015

December 1 - December3 l, 2015

Total

61,471 s 65.74

61,471 $ 65.74

(1) Represents shares of common stock withheld by Pinnacle West to satisfy tax withholding obligations
upon the vesting of performance shares.
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Net income attributable to common
shareholders - diluted

Dividends declared per share

Weighted-average common shares
outstanding - basic

Weighted-average common shares
outstanding -- diluted

BALANCE SHEET DATA (al

Total assets

Liabilities and equity:

Current liabilities

Long-term debt less current
maturities

Deferred credits and other

Total liabilities

Total equity

Total liabilities and equity

OPERATING RESULTS

Operating revenues

Income from continuing operations

Income (loss) from discontinued
operations -. net of income taxes

Net income

Less: Net income attributable to
no controlling interests

Net income attributable to common
shareholders

COMMON STOCK DATA

Book value per share -- year-end

Earnings per weighted-average
common share outstanding:

Continuing operations attributable to
common shareholders .- basic

Net income attributable to common
shareholders - basic

Continuing operations attributable to
common shareholders -. diluted

The selected data presented below as of and for the years ended December 31, 2015, 2014, 2013, 2012
and 2011 are derived from the Consolidated Financial Statements. The data should be read in connection with
the Consolidated Financial Statements including the related notes included in Item 8 of this Form 10-K.

Table of Contents

ITEM 6. SELECTED FINANCIAL DATA

PINNACLE WEST CAPITAL CORPORATION - CONSOLIDATED

$

s 15,028,258 $ 14,288,890 s 13,486,826 s 13,357,123 $ 13,089,837

s

$

$

$

s

S

s

$

$

111,025,944

111,552,130

1,442,317 $

3,495,443 s
456,190 s

2015

437,257 $

456,190

18,933

41.30 s

3.92 $

2.44 S

3.92 s

3.94 $

3.94 s

111,178,141

110,626,101

1,559,143 $

2014 2013 2012

(dollars in thousands, except per share amounts)

3,491,632 $
423,696 s

397,595 $

423,696

26,101

39.50 s

3.58 s

2.33 $

3.58 s

3.59 $

3.59 s

I 10,805,943

109,984,160

1,618,644 s

3,454,628 $

439,966 s

406,074 s

439,966

33,892

38.07 $

3.66 $

2.23 s

3.66 $

3.69 $

3.69 s

l 10,527,311

109,510,296

1,083,542 s 1,342,705

3,301,804 $
418,993 $

381,542 $

(5,829)

413,164

31 ,622

36.20 $

3.45 $

2.67 $

3.50 $

3.48 $

3.54 $

109,864,243

109,052,840

3,241,379

355,634

2011

339,473

11,306

366,940

27,467

34,98

3.09

2.10

2.99

3.11

3,01

(a) During the fourth quarter of 2015, we adopted the new accounting standard related to balance sheet
presentation of debt issuance costs. See further discussion in Note 2.
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SELECTED FINANCIAL DATA

ARIZONA PUBLIC SERVICE COMPANY .- CONSOLIDATED

2015 2014 2013 2012

(dollars in thousands)

z011

$ 3,492,357 $
1,101,298
1,779,075

611,984
33,332

3,488,946 $
1,179,829
1,716,325

592,792
36,358

3,451,251
1,095,709
1,733,677

621,865
20,797

s 3,293,489 $
994,790

1,693,170
605,529
16,358

3,237,241
1,009,464
1,673,394

554,383
24,974

176,109

469,207

181,830
447,320

183,801
458,861

194,777
427,110

215,584

363;773

18,933 26,101 33,892 31,613 27,524

s 450,274 $ 421,219 s 424,969 s 395,497 s 336,249

$ 14,982,182 s 14,190,362 $ 13,359,517 s ~13,220,050 s 13,011,056

$ 4,814,794 $ 4,629,852 $ 4,454,874 s 4,222,483 s 4,051,406

OPERATING RESULTS

Electric operating revenues

Fuel and purchased power costs

Other operating expenses

Operating income

Other income

Interest expense --- net of allowance
for borrowed funds /

Net income

Less: Net income attributable to
no controlling interests

Net income amibutable to common
shareholder

BALANCE SHEET DATA (a)

Total assets

Liabilities and equity:

Total equity

Long-term debt less current
maturities

Total capitalization

Current liabilities

Deferred credits and other

Total liabilities and equity

3,337,391
8,152,185
1,424,708
5,405,289

s 14,985,182

2,881,573
7,511,425
1,532,464
5,146,473

$ 14,190,362

2,649,604 3,051,596
7,104,478 7,274,079
1,580,847 1,043,087
4,674,192 4,902,884

s 13,359,517 s 13,220,050

2,872,872
6,924,278
1,322,714
4,764,064

$ 13,61 1,056

(a) During the fourth quarter of 2015, we adopted the new accounting standard related to balance sheet
presentation of debt issuance costs. See further discussion in Note 2.
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS
OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

INTRODUCTION

The following discussion should be read in conjunction with Pinnacle West's Consolidated Financial
Statements and APS's Consolidated Financial Statements and the related Notes that appear in Item 8 of this
report. For information on factors that may cause our actual future results to differ from those we currently
seek or anticipate, see "Forward-Looking Statements" at the front of this report and "Risk Factors" in Item lA.

OVERVIEW

Pinnacle West owns all of the outstanding common stock ofAPS. APS is a vertically-integrated
electric utility that provides either retail or wholesale electric service to most of the state of Arizona, with the
major exceptions of about one-half of the Phoenix metropolitan area, the Tucson metropolitan area and
Mohave County in northwester Arizona. APS currently accounts for essentially all of our revenues and
earnings.

Areas of Business Focus

Operational Performance, Reliability and Recent Developments.

Nuclear. APS operates and is a joint owner of Palo Verde. The March 2011 earthquake and tsunamis
in Japan and the resulting accident at Japan's Fukushima Daiichi nuclear power station had a significant impact
on nuclear power operators worldwide. In the aftermath of the accident, the NRC conducted an independent
assessment to consider actions to address lessons learned from the Fukushima events. The independent

assessment, named the "Near Term Task Force," recommended a number of proposed enhancements to U.S.
commercial nuclear power plant equipment and emergency plans. The NRC has directed nuclear power plants
to begin implementing some of the Near Term Task Force's recommendations. To implement these
recommendations, Palo Verde expects to spend approximately $0.5 million for capital enhancements to the
plant through 2016 in addition to the approximate $125 million that has already been spent on capital
enhancements as of December 3 l, 2015 (APS's share is 29.l%).

Coal and Related Environmental Matters and Transactions. APS is a joint owner of three coal-
fired power plants and acts as operating agent for two of the plants. APS is focused on the impacts on its coal
fleet that may result from increased regulation and potential legislation concerning GHG emissions. On
June 2, 2014, EPA proposed a rule to limit carbon dioxide emissions from existing power plants (the "Clean
Power Plan"), and EPA finalized its proposal on August 3, 2015.

EPA's nationwide CON emissions reduction goal is 32% below 2005 emission levels. As finalized for
the state of Arizona and the Navajo Nation, compliance with the Clean Power Plan could involve a shift in
generation from coal to natural gas and renewable generation. Until implementation plans for these
jurisdictions are finalized, we are unable to determine the actual impacts to APS. APS continually analyzes its
long-range capital management plans to assess the potential effects of these changes, understanding that any
resulting regulation and legislation could impact the economic viability of certain plants, as well as the
willingness or ability of power plant participants to continue participation in such plants.
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Cholla

On September 11, 2014, APS announced that it would close its 260 MW Unit 2 at Cholla and cease
burning coal at Units 1 and 3 by the mid-2020s if EPA approves a compromise proposal offered by APS to
meet required environmental and emissions standards and rules. On April 14, 2015, the ACC approved APS's
plan to retire Unit 2, without expressing any view on the future recoverability ofAPS's remaining investment
in the Unit. (See Note 3 for details related to the resulting regulatory asset and Note 10 for details of the
proposal.) APS believes that the environmental benefits of this proposal are greater in the long term than the
benefits that would have resulted from adding emissions control equipment. APS closed Unit 2 on October 1,
2015.

Four Corners

Asset Purchase Agreement and Coal Supply Matters. On December 30, 2013, APS purchased SCE's
48% interest in each of Units 4 and 5 of Four Comers. The final purchase price for the interest was
approximately $182 million. In connection with APS's most recent retail rate case with the ACC, the ACC
reserved the right to review the prudence of the Four Corners transaction for cost recovery purposes upon the
closing of the transaction. On December 23, 2014, the ACC approved rate adjustments related to APS's
acquisition of SCE's interest in Four Corners resulting in a revenue increase of $57.1 million on an annual
basis. On February 23, 2015, the ACC decision approving the rate adjustments was appealed. APS has
intervened and is actively participating in the proceeding. The Arizona Court of Appeals has suspended the
appeal pending the Arizona Supreme Court's decision in the SIB matter discussed below, which could have an
effect on the outcome of this Four Comers proceeding. We cannot predict when or how this matter will be
resolved.

Concurrently with the closing of the SCE transaction, BHP Billiton, the parent company of BNCC, the
coal supplier and operator of the mine that serves Four Corners, transferred its ownership of BNCC to NTEC, a
company formed by the Navajo Nation to own the mine and develop other energy projects. BHP Billiton will
be retained by NTEC under contract as the mine manager and operator until July 2016. Also occurring
concurrently with the closing, the Four Corners' co-owners executed the 2016 Coal Supply Agreement for the
supply of coal to Four Comets from July 2016, when the current coal supply agreement expires, through 203 l .
El Paso, a 7% owner in Units 4 and 5 of Four Corners, did not sign the 2016 Coal Supply Agreement. Under
the 2016 Coal Supply Agreement, APS has agreed to assume the 7% shortfall obligation. On February 17,
2015, APS and El Paso entered.into an asset purchase agreement providing for the purchase by APS, or an
affiliate ofAPS, of El Paso's 7% interest in each of Units 4 and 5 of Four Corners. The cash purchase price,
which will be subject to certain adjustments at closing, is immaterial in amount, and the purchaser will assume
El Paso's reclamation and decommissioning obligations associated with the 7% interest. Completion of the
purchase is subject to the receipt of certain regulatory approvals and is expected to occur in July 2016.

When APS, or an affiliate ofAps, ultimately acquires El Paso's interest in Four Corners, NTEC has the
option to purchase the interest within a certain timeframe pursuant to an option granted by APS to NTEC. On
December 29, 2015, NTEC notified APS of its intent to exercise the option. APS is negotiating definitive
purchase agreement with NTEC for the purchase of the 7% interest. The 2016 Coal Supply Agreement
contains alternate pricing terms for the 7% shortfall obligations in the event NTEC does not purchase the
interest.

Lease Extension. APS, on behalf of the Four Corners participants, negotiated amendments to an
existing facility lease with the Navajo Nation, which extends the Four Corners leasehold interest from 2016 to

041. The Navajo Nation approved these amendments in March 2011. The effectiveness of the amendments
also required the approval of the DOI, as did a related federal rights-of-way grant. A federal environmental
review was undertaken as part of the DOI review process, and culminated in the issuance by DOI of a record
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of decision on July 17, 2015. The record of decision provided the authority for the Bureau of Indian Affairs to
sign the lease amendments and rights-of-way renewals, which occurred in late July 2015. On December 21 ,
2015, several environmental groups filed a notice of intent to sue with OSM and other federal agencies under
the Endangered Species Act alleging that OSM's reliance on the Biological Opinion and Incidental Take
Statement prepared in connection with the environmental review described above were not in accordance with
applicable law. We are monitoring this matter and will intervene if a lawsuit is filed. We cannot predict the
timing or outcome of this matter.

Natural Gas. APS has six natural gas power plants located throughout Arizona, including Ocotillo.
Ocotillo is a 330 MW4-unit gas plant located in the metropolitan Phoenix area. In early 2014, APS announced
a project to modernize the plant, which involves retiring two older 110 MW steam units, adding five 102 MW
combustion turbines and maintaining two existing 55 MW combustion turbines. In total, this increases the
capacity of the site by 290 MW, to 620 MW, with completion targeted by summer 2019. APS completed a
competitive solicitation process in which the Ocotillo project was evaluated against other alternatives.
Consistent with the independent monitor's report, the Ocotillo project was selected as the best alternative. APS
must finalize the permitting process before construction can begin.

Transmission and Delivery. APS is working closely with regulators to identify and plan for
transmission needs that continue to support system reliability, access to markets and renewable energy
development. The capital expenditures table presented in the "Liquidity and Capital Resources" section below
includes new APS transmission projects through 2018, along with other transmission costs for upgrades and
replacements. APS is also working to establish and expand advanced grid technologies throughout its service
territory to provide long-term benefits both to APS and its customers. APS is strategically deploying a variety
of technologies that are intended to allow customers to better monitor their energy use and needs, minimize
system outage durations, as well as the number of customers that experience outages, and facilitate greater cost
agings to APS through improved reliability and the automation of certain distribution functions, including

remote meter reading and remote connects and disconnects.

Renewable Energy. The ACC approved the RES in 2006. The renewable energy requirement is 6% of
retail electric sales in 2016 and increases annually until it reaches 15% in 2025. In the 2009 Settlement
Agreement, APS agreed to exceed the RES standards, committing to use APS's best efforts to obtain 1,700
GWh of new renewable resources to be in service by year-end 2015, in addition to its RES renewable resource
commitments. APS met its settlement commitment and RES target for 2015. A component of the RES targets
development of distributed energy systems.

In 20 IN, the ACC conducted a hearing to consider APS's proposal to establish compliance with
distributed energy requirements by tracking and recording distributed energy, rather than acquiring and retiring
renewable energy credits. On February 6, 2014, the ACC established a proceeding to modify the renewable
energy rules to establish a process for compliance with the renewable energy requirement that is not based
solely on the use of renewable energy credits. On September 9, 2014, the ACC authorized a Rulemaking
process to modify the RES rules. The proposed changes would permit the ACC to find that utilities have
complied with the distributed energy requirement in light of all available information. The ACC adopted these
changes on December 18, 2014. The revised rules went into effect on April 21, 2015.

On July 1, 2014, APS filed its 2015 RES implementation plan and proposed a RES budget of
approximately $154 million. On December 31, 2014, the ACC issued a decision approving the 2015 RES
implementation plan with minor modifications, including reducing the requested budget to approximately $152
million.
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On July 1, 2015, APS filed its 2016 RES implementation plan and proposed a RES budget of
approximately $148 million. On January 12, 2016, the ACC approved APS's plan and requested budget.

APS has developed owned solar resources through the ACC-approved AZ Sun Program. APS has
invested approximately $675 million in its AZ Sun Program. Agreements for the development and completion
of future resources are subject to various conditions, including successful siting, permitting and
interconnection of the project to the electric grid.

In accordance with the ACC's decision on the 2014 RES plan, on April 15, 2014, APS filed an
application with the ACC requesting permission to build an additional 20 MW ofAPS-owned utility scale solar
under the AZ Sun Program. In a subsequent filing, APS also offered an alternative proposal to replace the 20
MW of utility scale solar with 10 MW (approximately 1,500 customers) of APS-owned residential solar that
will not be Linder the AZ Sun Program. On December 19, 2014, the ACC voted that it had no objection to APS
implementing its residential rooftop solar program. The first stage of the residential rooftop solar program,
called the "Solar Partner Program", is to be 8 MW followed by a 2 MW second stage that will only be
deployed if coupled with distributed storage. The program will target specific distribution feeders in an effort
to maximize potential system benefits, as well as make systems available to limited-income customers who .
cannot easily install solar through transactions with third parties. The ACC expressly reserved that any
determination of prudence of the residential rooftop solar program for rate making purposes shall not be made
until the project is fully in service and APS requests cost recovery in a future rate case.

Demand Side Management. In December 2009, Arizona regulators placed an increased focus on
energy efficiency and other demand side management programs to encourage customers to conserve energy,
while incentivizing utilities to aid in these efforts that ultimately reduce the demand for energy. The ACC
initiated an Energy Efficiency Rulemaking, with a proposed Energy Efficiency Standard of 22% cumulative
annual energy savings by 2020. The 22% figure represents the cumulative reduction in future energy usage

through 2020 attributable to energy efficiency initiatives. This standard became effective on January l, 201 l .

On June 1, 2012, APS filed its 2013 DSM Plan. In 2013, the standards required APS to achieve
cumulative energy savings equal to 5% of its 2012 retail energy sales. Later in 2012, APS filed a supplement
to its plan that included a proposed budget for 2013 of $87.6 million.

On March ll, 2014, the ACC issued an order approving APS's 2013 DSM Plan. The ACC approved a
budget of $68.9 million for each of 2013 and 2014. The ACC also approved a Resource Savings Initiative that
allows APS to count towards compliance with the ACC Electric Energy Efficiency Standards, savings from
improvements to APS's transmission and delivery system, generation and facilities that have been approved
through a DSM Plan.

On March 20, 2015, APS filed an application with the ACC requesting a budget of $68.9 million for
2015 and minor modifications to its DSM portfolio going forward, including for the first time three resource
savings projects which reflect energy savings on APS's system. The ACC approved APS's 2015 DSM budget
on November 25, 2015. In its decision, the ACC also approved that verified energy savings from APS's '
resource savings projects could be counted toward compliance with the Electric Energy Efficiency Standard,
however, the ACC ruled that APS was not allowed to count savings from systems savings projects toward
determination of its achievement tier level for its performance incentive, nor may APS include savings from
conservation voltage reduction in the calculation of its Lost Fixed Cost Recovery mechanism.

On June 1, 2015, APS filed its 2016 DSM Plan requesting a budget of $68.9 million and minor
modifications to its DSM portfolio to increase energy savings and cost effectiveness of the programs. The
DSM Plan also proposed a reduction in the DSMAC of approximately 12%.
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Electric Energy Efficiency. On June 27, 2013, the ACCvoted to opena new docket investigating
whether the Electric Energy Efficiency Standards should be modified. The ACC held a series of three
workshops in March and April 2014 to investigate methodologies used to determine cost effective energy
efficiency programs, cost recovery mechanisms, incentives, and potential changes to the Electric Energy
Efficiency and Resource Planning Rules.

On November 4, 2014, the ACC staff issued a request for infonnal comment on a draft of possible
amendments to Arizona's Electric Utility Energy Efficiency Standards. The draft proposed substantial changes
to the rules and energy efficiency standards. The ACC accepted written comments and took public comment
regarding the possible amendments on December 19, 2014. A formal Rulemaking has not been initiated and
there has been no additional action on the draft to date.

RateMatters. APS needs timely recovery through rates of its capital and operating expenditures to
maintain its financial health. APS's retail ratesare regulated by the ACC and its wholesale electric rates
(primarily for transmission) are regulated by FERC. On June 1, 2011, APS filed a rate case with the ACC.
APS and other parties to the retail rate case subsequently entered into the 2012 Settlement Agreement detailing
the terms upon which the parties have agreed to settle the rate case. SeeNote 3 for details regarding the 2012
Settlement Agreement terms and for information on APS's FERC rates.

On January 29, 2016, APS filed a NOI informing the ACC that APS intends to submit a rate case
application in June 2016 using an adjusted test year ending December 3 I, 2015. The NOI provides an
overview of the key issues APS expects to address in its formal request such as rate design changes
(residential, commercial and industrial), a decoupling mechanism, pennission to defer for potential future
recovery costs associated with the Company's Ocotillo Modernization Project, permission to defer for
potential future recovery costs associated with environmental standards compliance, inclusion of post-test year

plant and modifications to certain adjustor mechanisms, among other items. In its rate application, APS will
request that its proposed pricing changes take effect in July 2017. APS is still developing the exact amount of
the request.

APS has several recovery mechanisms in place that provide more timely recovery to APS of its fuel
and transmission costs, and costs associated with the promotion and implementation of its demand side
management and renewable energy efforts and customer programs. These mechanisms are described more
fully in Note 3.

As part ofAPS's acquisition of SCE's interest in Units 4 and 5 of Four Corners, APS and SCE agreed,
via a "TransmisSion Termination Agreement" that, upon closing of the acquisition, the companies would
terminate an existing transmission agreement ("Transmission Agreement") between the parties that provides
transmission capacity on a system (the "Arizona Transmission System") for SCE to transmit its portion of the
output from Four Comers to California. APS previously submitted a request to FERC related to this
termination, which resulted in a FERC order denying rate recovery of $40 million that APS agreed to pay SCE
associated with the termination. APS and SCE negotiated an alternate arrangement under which SCE would
assign its 1,555 MW capacity rights over the Arizona Transmission System to third parties, including 300 MW
to APS's marketing and trading group. However, this alternative arrangement was not approved by FERC. On
December 22, 2015, APS and SCE agreed to terminate the Transmission Termination Agreement and allow for
the Transmission Agreement to expire according to its terms, which includes settling obligations in accordance
with the terms of the Transmission Agreement. APS has established a regulatory asset of $12 million at
December 31, 2015 in connection with the expiration of the Transmission Agreement, which it expects to
recover through its FERC-jurisdictional rates.
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Net Metering. On July 12, 2013, APS filed an application with the ACC proposing a solution to
address the cost shift brought by the current net metering rules. On December 3, 2013, the ACC issued its
order on APS's net metering proposal. The ACC instituted a charge on customers who install rooftop solar
panels after December 3 l, 2013. The charge of $0.70 per kilowatt became effective on January 1, 2014, and is
estimated to collect $4.90 per month from a typical future rooftop solar customer to help pay for their use of
the electric grid. The fixed charge does not increase APS's revenue because it is credited to the LFCR.

In making its decision, the ACC determined that the current net metering program creates a cost shift,
causing non-solar utility customers to pay higher rates to cover the costs of maintaining the electric grid. The
ACC acknowledged that the $0.70 per kilowatt charge addresses only a portion of the cost shift.

On October 20, 2015, the ACC voted to conduct a generic evidentiary hearing on the value and cost of
distributed generation to gather information that will inform the ACC on net metering issues and cost of
service studies in upcoming utility rate cases. A hearing has been scheduled to commence in April 2016. APS
cannot predict the outcome of this proceeding.

In 2015, Arizonajurisdictional utilities UNS Electric, Inc. and Tucson Electric Power Company both
filed applications with the ACC requesting rate increases. These applications include rate design changes to
mitigate the cost shift caused by net metering. On December 9, 2015, APS tiled testimony in the UNS
Electric, Inc. rate case in support of the UNS Electric, Inc. proposed rate design changes. APS has also
requested intervention in the upcoming Tucson Electric Power Company rate case. The outcomes of these
proceedings will not directly impact our financial position.

Appellate Review of Third-Party Regulatory Decision ("S_vstem Improvement Bene/its " or "SIB '9.
In a recent appellate challenge to an ACC rate decision involving a water company, the Arizona Court of
Appeals considered the question of how the ACC should determine the "fair value" of a utility's properly, as
specified in the Arizona Constitution, in connection with authorizing the recovery of costs through rate
adjustors outside of a rate case. The Court oflAppeals reversed the ACC's method of finding fair value in that
case, and raised questions concerning the relationship between the need for fair value findings and the recovery
of capital and certain other utility costs through adjustors. The ACC sought review by the Arizona Supreme
Court of this decision arid APS filed a brief supporting the ACC's petition to the Arizona Supreme Court for
review of the Court of Appeals' decision. On February 9, 2016, the Arizona Supreme Court granted review of
the decision and oral argument is set for March 22, 2016. If the decision is upheld by the Supreme Court
without modification, certain APS rate adjustors may require modification. This could in Mm have an impact
on APS's ability to recover certain costs in between rate cases. APS cannot predict the outcome of this matter.

FinancialStrength andFlexibility. Pinnacle West and APS currently have ample borrowing capacity
under their respective credit facilities, and may readily access these facilities ensuring adequate liquidity for
each company. Capital expenditures will be funded with internally generated cash and external financings,
which may include issuances of long-tenn debt and Pinnacle West common stock.

Other Subsidiaries.

Bright Canyon Energy. On July 31, 2014, Pinnacle West announced its creation of a wholly-owned
subsidiary, BCE. BCE will focus on new growth opportunities that leverage the Company's core expertise in
the electric energy industry. BCE's first initiative is a 50/50 joint venture with BHE U.S. Transmission LLC, a
subsidiary of Berkshire Hathaway Energy Company. The joint venture, named TransCanyon, is pursuing
independent transmission opportunities within the eleven states that comprise the Western Electricity
Coordinating Council, excluding opportunities related to transmission service that would otherwise be
provided under the tariffs of the retail service territories of the venture partners' utility affiliates. TransCanyon
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continues to pursue transmission development opportunities in the western United States consistent with its
strategy. _

The operations of El Dorado are not expected to have any material impact on our financial
results, or to require any material amounts of capital, over the next three years.

El Dorado.

Key Financial Drivers

In addition to the continuing impact of the matters described above, many factors influence our
financial results and our future financial outlook, including those listed below. We closely monitor these
factors to plan for the Company's current needs, and to adjust our expectations, financial budgets and forecasts
appropriately.

Electric Operating Revenues. For the years 2013 through 2015, retail electric revenues comprised
approximately 93% of our total electric operating revenues. Our electric operating revenues are affected by
customer growth or decline, variations in weather from period to period, customer mix, average usage per
customer and the impacts of energy efficiency programs, distributed energy additions, electricity rates and
tariffs, the recovery of PSA deferrals and the operation of other recovery mechanisms. These revenue
transactions are affected by the availability of excess generation or other energy resources and wholesale
market conditions, including competition, demand and prices.

Customer and Sales Growth. Retail customers in APS's service territory increased 1.2% for the year
ended December 31, 2015 compared with the prior year. For the three years 2013 through 2015, APS's
customer growth averaged 1.3% per year. We currently expect annual customer growth to average in the range
of 2.0-3.0% for 2016 through 2018 based on our assessment of modestly improving economic conditions in

rona. Retail electricity sales in kph, adjusted to exclude the effects of weather variations, increased 0.7%
for the year ended December 31, 2015 compared with the prior year, reflecting the effects of improving
economic conditions and customer growth, partially offset by customer conservation and energy efficiency and
distributed renewable generation initiatives. For the three years 2013 through 2015, APS experienced annual
increases in retail electricity sales averaging 0. l%, adjusted to exclude the effects of weather variations. We
currently estimate that annual retail electricity sales in kph will increase on average in the range of 0.5- 1 .5%
during 2016 through 2018, including the effects of customer conservation and energy efficiency and distributed
renewable generation initiatives, but excluding the effects of weather variations. A slower recovery of the
Arizona economy could further impact these estimates.

0

Actual sales growth, excluding weather-related variations, may differ from our projections as a result
of numerous factors, such as economic conditions, customer growth, usage patterns and energy conservation,
impacts of energy efficiency programs and growth in distributed generation, and responses to retail price
changes. Based on past experience, a reasonable range of variation in our kph sales projections attributable to
such economic factors under normal business conditions can result in increases or decreases in annual net
income of up to $10 million.

Weather. In forecasting the retail sales growth numbers provided above, we assume normal weather
patterns based on historical data. Historically, extreme weather variations have resulted in annual variations in
net income in excess of $20 million. However, our experience indicates that the more typical variations from
normal weather can result in increases or decreases in annual net income of up to $10 million.

Fuel and Purchased Power Costs. Fuel and purchased power costs included on our Consolidated
Statements of Income are impacted by our electricity sales volumes, existing contracts for purchased power
and generation fuel, our power plant performance, transmission availability or constraints, prevailing market
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prices, new generating plants being placed in service in our market areas, changes in our generation resource
allocation, our hedging program for managing such costs and PSA deferrals and the related amortization.

Operations and Maintenance Expenses. Operations and maintenance expenses are impacted by
customer and sales growth, power plant operations, maintenance of utility plant (including generation,
transmission, and distribution facilities), inflation, outages, renewable energy and demand side management
related expenses (which are offset by the same amount of operating revenues)and other factors. On September
30, 2014, Pinnacle West announced plan design changes to the group life and medical postretirement benefit
plan, which reduced net periodic benefit costs. See Note 7.

Depreciation and Amortization Expenses. Depreciation and amortization expenses are impacted by
net additions to utility plant and other property (such as new generation, transmission, and distribution
facilities), and changes in depreciation and amortization rates. See "Capital Expenditures" below for
information regarding the planned additions to our facilities. See Note 3 regarding deferral of certain costs
pursuant to an ACC order.

Property Taxes. Taxes other than income taxes consist primarily of property taxes, which are affected
by the value of property in-service and under construction, assessment ratios, and tax rates. The average
property tax rate in Arizona for APS, which owns essentially all of our property, was 11.0% of the assessed
value for 2015, 10.7% for 2014 and 10.5% for 2013. We expect property taxes to increase as we add new
generating units and continue with improvements and expansions to our existing generating units, transmission
and distribution facilities. (See Note 3 for property tax deferrals contained in the 2012 Settlement Agreement.)

Income Taxes. Income taxes are affected by the amount of pretax book income, income tax rates,
certain deductions and non-taxable items, such as AFUDC. In addition, income taxes may also be affected by
he settlement of issues with taxing authorities.

Interest Expense. Interest expense is affected by the amount of debt outstanding and the interest rates
on that debt (see Note 6). The primary factors affecting borrowing levels are expected to be our capital
expenditures, long-term debt maturities, equity issuances and internally generated cash flow. An allowance for
borrowed funds used during construction offsets a portion of interest expense while capital projects are under
construction. We stop accruing AFUDC on a project when it is placed in commercial operation.

RESULTS OF OPERATIONS

Pinnacle West's only reportable business segment is our regulated electricity segment, which consists
of traditional regulated retail and wholesale electricity businesses (primarily electric service to Native Load
customers) and related activities and includes electricity generation, transmission and distribution.

Operating Results - 2015 compared with 2014.

Our consolidated net income attributable to common shareholders for the year ended December 31,
2015 was $437 million, compared with $398 million for the prior year. The results reflect an increase of
approximately $34 million for the regulated electricity segment primarily due to the Four Comers-related rate
change, lower operations and maintenance expenses, and higher retail sales due to customer growth and
changes in customer usage patterns and related pricing, partially offset by higher depreciation and
amortization. The all other segment's income was higher by $5 million primarily related to El Dorado's
investment losses in 2014.
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The following table presents net income attributable to common shareholders by business segment
compared with the prior year:

Year Ended
December 31,

2015 2014 Net change

(dollars in millions)

$ 2,391 $
(868)
(494)
(172)

19

2,309 $
(908)
(417)
(172)

28

82
40

(77)

Regulated Electricity Segment:

Operating revenues less fuel and purchased power expenses

Operations and maintenance

Depreciation and amortization

Taxes other than income taxes

All other income and expenses, net

Interest charges, net of allowance for borrowed f'unds used during
construction

Income taxes

Less income related to no controlling interests (Note lb)

Regulated electricity segment income

All other

Net Income Attributable to Common Shareholders

(9)

$

(179)
(239)
(19)
439

(2)
437 $

(185)
(224)
(26)
405

(7)
398 $

6
(15)

7
34
5

_39_

Operating revenues less fuel andpurchasedpower expenses. Regulated electricity segment operating
revenues less fuel and purchased power expenses were $82 million higher for the year ended December 3 l,
015 compared with the prior year. The following table summarizes the major components of this change:

Operating
revenues

s

Increase (Decrease)

Fuel and
purchased

power
expenses Net change

(dollars in millions)

56 s - s 56

25

12

16

6

Four Corners-related rate change

Higher retail sales due to customer growth and changes in
customer usage patterns and related pricing

Lost fixed cost recovery

Effects of weather

Changes in net fuel and purchased power costs, including off-
system sales margins and related deferrals

Changes in long-term wholesale contracted sales

Miscellaneous items, net

Total

6

19

12

10

S

(69)
(40)

3
3  $

(68)

(25)

2
(̀ 7lb) $

(1)

(15)
1

82

Operations and maintenance. Operations and maintenance expenses decreased $40 million for the
year ended December 31, 2015 compared with the prior year primarily because of:

A decrease of $21 million for employee benefit costs,
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A decrease of $14 million in fossil generation costs primarily related to lower planned outage
costs,

A decrease of $13 million for costs related to corporate support;

A decrease of $8 million related to costs for demand-side management, renewable energy and
similar regulatory programs, which is partially offset in operating revenues and purchased
power,

An increase of $9 million related to higher nuclear generation costs,

An increase of $6 million in customer service costs including costs related to a new customer
information system, and

An increase of $1 million related to other miscellaneous factors.

Depreciation and amortization. Depreciation and amortization expenses were $77 million higher for
the year ended December 31, 2015 compared with the prior year primarily related to:

An increase of $34 million related to the absence of 2014 Four Corners cost deferrals and the
related 2015 amortization,

An increase of $16 million related to the Four Comers acquisition adjustment,

An increase of $20 million due to increased plant in service,

An increase of $10 million related to the regulatory treatment of the Palo Verde sale
leaseback, which is offset in no controlling interests, and

A decrease of $3 million due to other miscellaneous factors.

All other income and expenses, net. All other income and expenses, net, were $9 million lower for the
year ended December 3 l, 2015 compared with the prior year primarily due to the return on the Four Comers
acquisition in 2014.

Interest charges, net of allowaneefor borrowed/unds used during construction. Interest charges,
net of allowance for borrowed funds used during construction, decreased $6 million for the year ended
December 31, 2015 compared with the prior year, primarily because of lower interest rates on our debt in the
current year.

Income taxes. Income taxes were $15 million higher for the year ended December 31, 2015 compared
with the prior year primarily due to the effects of higher pretax income in the current year.

Operating Results - 2014 compared with 2013.

Our consolidated net income attributable to common shareholders for the year ended December 31 ,
2014 was $398 million, compared with $406 million for the prior year. The results reflect a decrease of
approximately $4 million for the regulated electricity segment primarily due to higher fossil generation costs,

lower retail sales due to the effects of weather, higher property taxes, and lower retail transmission revenues. These
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negative factors were partially offset by lower operations and maintenance expenses related to lower employee
benefit costs, higher other income, and increased revenues for lost fixed cost recovery. All other segment's income
was lower by $4 million primarily related to El Dorado's investment losses.

The following table presents net income attributable to common shareholders by business segment
compared with the prior year:

Year Ended
December 31,

2014 2013 Net change

(dollars in millions)

$ 2,309 $

(908)
(417)
(172)

28

2,356 $
(925)
(416)
(164)

11

(47)
17
(1)
(8)
17

Regulated Electricity Segment:

Operating revenues less fuel and purchased power expenses

Operations and maintenance

Depreciation and amortization

Taxes other than income taxes

All other income and expenses, net

Interest charges, net of allowance for borrowed funds used during
construction

Income taxes

Less income related to noncontrolling interests (Note 18)

Regulated electricity segment income

All other

Net Income Attributable to Common Shareholders

(185)
(224)
(26)
405

(7)
398 $

2

8

8

$

(187)
(232)
(34)
409
(3)

406 $

(4)
(4)

~(8)

Operating revenues less fuel andpurchasedpower expenses. Regulated electricity segment operating
revenues less fuel and purchased power expenses were $47 million lower for the year ended December 3 l,
2014 compared with the prior year..The following table summarizes the major components of this change:

Operating
revenues

S

Increase (Decrease)

Fuel and
purchased

power
expenses Net change

(dollars in millions)

( 45)  $ (16)  S (29)

20

(7)
<20>
(7)

(4) (4)

Effects of weather

Lower demand side management regulatory surcharges, offset by
renewable energy regulatory surcharges and purchased power

Lower retail transmission revenues

Lower retail sales due to changes in customer usage patterns and
related pricing, partially offset by customer growth

Higher net fuel and purchased power costs, including related
deferrals and higher off-system sales margins

Lost fixed cost recovery

Miscellaneous items, net

Total

79

$

78

12

3

37 $

l

84 $

(1)
12

(47>
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Operations and maintenance. Operations and maintenance expenses decreased $17 million for the
year ended December 31, 2014 compared with the prior year primarily because of:

A decrease of $33 million related to costs for demand-side management, renewable energy and
similar regulatory programs, which were partially offset in operating revenues and purchased
power;

A decrease of $20 million related to lower employee benefit costs,

An increase of $33 million in generation costs, primarily related to an increased ownership
share in Four Corners, a portion of which is deferred in depreciation and amortization, and
higher fossil maintenance costs, and

An increase of $3 million related to miscellaneous other factors.

Depreciation and amortization. Depreciation and amortization expenses were $1 million higher for
the year ended December 31, 2014 compared with the prior year primarily related to higher plant balances of
approximately $23 million, partially offset by higher Four Corners cost deferrals in the current year of
approximately $22 million.

Taxes other than income taxes. Taxes other than income taxes were $8 million higher for the year
ended December 31, 2014 compared with the prior year primarily due to higher properly tax rates and higher
plant balances.

All other income and expenses, net. All other income and expenses, net, were $17 million higher for
the year ended December 31 , 2014 compared with the prior year due to the debt return on the Four Corners
acquisition, an increase in the allowance for equity funds used during construction due to higher balances, and

other non-operating income.

Income taxes. Income taxes were $8 million lower for the year ended December 3 l, 2014 compared
with the prior year primarily due to the effects of lower pretax income in the current year.

LIQUIDITY AND CAPITAL RESOURCE S

Overview

Pinnacle West's primary cash needs are for dividends to our shareholders and principal and interest
payments on our indebtedness. The level of our common stock dividends and future dividend growth will be
dependent on declaration by our Board of Directors and based on a number of factors, including our financial
condition, payout ratio, free cash flow and other factors.

Our primary sources of cash are dividends from APS and external debt and equity issuances. An ACC
order requires APS to maintain a common equity ratio of at least 40%. As defined in the related ACC order,
the common equity ratio is defined as total shareholder equity divided by the sum of total shareholder equity
and long-term debt, including current maturities of long-term debt. At December 3 l, 2015, APS's common
equity ratio, as defined, was 55%. Its total shareholder equity was approximately $4.7 billion, and total
capitalization was approximately $8.6 billion. Under this order, APS would be prohibited from paying
dividends if such payment would reduce its total shareholder equity below approximately $3.4 billion,
assuming APS's total capitalization remains the same. This restriction does not materially affect Pinnacle
West's ability to meet its ongoing cash needs or ability to pay dividends to shareholders.
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APS's capital requirements consist primarily of capital expenditures and maturities of long-term debt.
APS funds its capital requirements with cash from operations and, to the extent necessary, external debt
financing and equity infusions from Pinnacle West.

Many ofAPS's current capital expenditure projects qualify for bonus depreciation. On December 18,
2015, President Obama signed into law the Consolidated Appropriations Act, 2016 (H.R. 2029) which
combined the tax and government funding bills (The Protecting Americans from Tax Hikes Act and Omnibus
Bill) containing an extension of bonus depreciation through 2019. Enactment of this legislation is expected to
generate approximately $375-$425 million of cash tax benefits over the next three years, which is expected to
be fully realized by APS and Pinnacle West Consolidated during this time frame. The cash generated by the
extension of bonus depreciation is an acceleration of the tax benefits that APS would have otherwise received
over 20 years. At Pinnacle West Consolidated, the extension of bonus depreciation will, in tum, delay until
2019 full cash realization of approximately $82 million of currently unrealized Investment Tax Credits, which
are recorded as a deferred tax asset on the Consolidated Balance Sheet as of December 31, 2015.

Summary of Cash Flows

The following tables present net cash provided by (used for) operating, investing and financing
activities for the years ended December 31, 2015, 2014 and 2013 (dollars in millions):
Pinnacle West Consolidated

2015 2014 2013
Net cash flow provided by operating activities

Net cash flow used for investing activities

Net cash flow provided by (used for) financing activities

Net increase (decrease) in cash and cash equivalents
.$ _

s 1,094 s 1,100 s
(1,066) (923)

4 (179)
32 $ (2) $

1,133

(1,009)

(161)

. 9.7)

Arizona Public Service Company

2015 2014

1,194
(1,009)

(185)

Net cash flow provided by operating activities

Net cash flow used for investing activities

Net cash flow used for financing activities

Net increase in cash and cash equivalents $

2013
s 1,100 s 1,124 $

(1,060) (922)
(22) (201)
18 $ 1  $

Operating Cash Flows F

2015 Compared with 2014. Pinnacle West's consolidated net cash provided by operating activities was
$1,094 million in 2015 compared to $1,100 million in 2014, a decrease of $6 million in net cash provided. The
decrease is primarily related to a $135 million income tax refund received in the first quarter of 2014, which is
partially offset by a $48 million change in cash collateral posted, and other changes in working capital
including increased cash receipts for the Four Comers-related rate change of $56 million.

2014 Compared with 2013. Pinnacle West's consolidated net cash provided by operating activities was
$1,100 million in 2014 compared to $1,153 million in 2013, a decrease of $53 million in net cash provided.
The decrease is primarily related to $99 million in higher fuel and purchased power costs, a $39 million
increase in cash collateral posted, $34 million of higher pension contributions in 2014, and other changes in
working capital. The decrease is partially offset by a $121 million increase in income tax refunds net of
payments (primarily related to a $135 million income tax refund received in the first quarter of 2014). APS's
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operating cash flows included income tax refunds of approximately $86 million in 2014 compared with payments of
$8 million in 2013.

Retirementplans and other postretirement benefits. Pinnac l e  West sponsors a qualified defined
benefit pension plan and a non-qualified supplemental excess benefit retirement plan for the employees of
Pinnacle West and our subsidiaries. The requirements of the Employee Retirement Income Security Act of
1974 ("ERISA") require us to contribute a minimum amount to the qualified plan. We contribute at least the
minimum amount required under ERISA regulations, but no more than the maximum tax-deductible amount.
The minimum required funding takes into consideration the value of plan assets and our pension benefit
obligations. Under ERISA, the qualified pension plan was 116% funded as of January 1, 2015 and is estimated
to be approximately 116% funded as of January 1, 2016. Under GAAP, the qualified pension plan was 89%
funded as of January 1, 2015 and is estimated to be approximately 88% funded as of January 1, 2016. See
Note 7 for additional details. The assets in the plan are comprised of fixed-income, equity, real estate, and
short-term investments. Future year contribution amounts are dependent on plan asset performance and plan
actuarial assumptions. We made contributions to our pension plan totaling $100 million in 2015, $175 million
in 2014, and $141 million in 2013. The minimum required contrl'butions for the pension plan are zero for the
next three years. We expect to make voluntary contributions up to a total of $300 million during the
2016-2018 period. With regard to our contributions to our other postretirement benefit plans, we made a
contribution of approximately $1 million in 2015, $1 million in 2014, and $14 million in 2013. We expect to
make contributions of approximately $1 million in each of the next three years to our other postretirement
benefit plans.

Investing Cash Flows

2015 Compar ed wi th  2014. Pinnacle West's consolidated net c a s h  u s e d for investing activities was
1,066 million in 2015, compared to $923 million in 2014, an increase of $143 million in net cash used
primarily related to increased capital expenditures.

2014 Compared with 2013. Pinnacle West's consolidated net cash used for investing activities was
$923 million in 2014, compared to $1,009 million in 2013, a decrease of $86 million in net cash used. The
decrease in net cash used for investing activities is primarily related to APS's purchase of SCE's interest in
Units 4 and 5 of Four Corners of approximately $209 million in 2013, partially offset by an increase of
approximately $123 million in other capital expenditures.
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Capital Expend i t u r e s . The following table summarizes the estimated capital expenditures for the next
three years:

Capital Expenditures
(dollars in millions)

2016

Estimated for the Year Ended
December 31,

2017 2018

APS

Generation:

Nuclear Fuel

Renewables

Environmental

New Gas Generation

Other Generation

Distribution

Transmission

Other (a)

Total APS

$ 81

110

235

77

134

357

123

$ s

S
88

1,205 $

78
1

199
237
133
345
210
82

1,285 s

81
1

130
112
222
376
120
82

1,124

(a) Primarily information systems and facilities projects.

Generation capital expenditures are comprised of various improvements to APS's existing fossil and
clear plants. Examples of the types of projects included in this category are additions, upgrades and capital

replacements of various power plant equipment, such as turbines, boilers and environmental equipment. The
estimated renewables capital expenditures include a planned utility-scale solar facility, which is subject to
regulatory approval. We have not included estimated costs for Cholla's compliance with MATS or EPA's
regional haze rule since we have challenged the regional haze rule judicially and we have proposed a
compromise strategy to EPA, which, if approved, would allow us to avoid expenditures related to
environmental control equipment. The portion of estimated costs for 2016 through 2018 for installation of
pollution control equipment needed to ensure Four Comers' compliance with EPA's regional haze rules have
been included in the table above. Costs related to the Navajo Plant's compliance with the regional haze rules
are not included in the table above, as they are expected to be incurred post-2018. The portion of estimated
costs for 2016 through 2018 for incremental costs to comply with the CCR rule for Four Corners and Cholla
have also been included in the table above.

On February 17, 2015, APS and El Paso entered into an asset purchase agreement providing for the
purchase by APS, or an affiliate ofAPS, of El Paso's 7% interest in each of Units 4 and 5 of Four Corners. On
December 29, 2015, NTEC notified APS of its intent to exercise its option to purchase the 7% interest. The
table above does not include capital expenditures related to El Paso's 7% interest in Four Corners Units 4 and 5
of $27 million in 2016 and $20 million in 2017. We are monitoring the status of other environmental matters,
which, depending on their final outcome, could require modification to our planned environmental
expenditures.

Distribution and transmission capital expenditures are comprised of infrastructure additions and
grades, capital replacements, and new customer construction. Examples of the types of projects included in

e forecast include power lines, substations, and line extensions to new residential and commercial
developments.
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Capital expenditures will be funded with internally generated cash and external financings, which may
include issuances of long-term debt and Pinnacle West common stock.

Financing Cash Flows and Liquidity

2015 Compared with 2014. Pinnacle West's consolidated net cash provided by financing activities was
$4 million in 2015, compared to $179 million net cash used in 2014, an increase of $183 million in net cash
provided. The increase in net cash provided by financing activities is primarily due to $237 million lower
repayments of long-term debt and $111 million higher issuances of long-term debt (see below), partially offset
by a $142 million net change in short-term borrowings.

2014 Compared with 2013. Pinnacle West's consolidated net cash used for financing activities was
$179 million in 2014, compared to $161 million in 2013, an increase of $18 million in net cash used. The
increase in net cash used for financing activities is primarily due to $530 million in higher repayments of long-
term debt, a $67 million net reduction in funds received through short-term borrowings, and $11 million in
higher dividend payments, partially offset by $595 million in higher issuances of long-term debt (see below).

Significant FinaneingActivities. On December 16, 2015, the Pinnacle West Board of Directors
declared a quarterly dividend of $0.625 per share of common stock, payable on March 1, 2016, to shareholders
of record on February 1, 2015. During 2015, Pinnacle West increased its indicated annual dividend from $2.38
per share to $2.50 per share. For the year ended December 31, 2015, Pinnacle West's total dividends paid per
share of common stock were $2.41 per share, which resulted in dividend payments of $260 million.

On January 12, 2015, APS issued $250 million of 2.20% unsecured senior notes that mature on January
5, 2020. The net proceeds from the sale were used to repay commercial paper borrowings and replenish cash
temporarily used to fund capital expenditures.

On May 19, 2015, APS issued $300 million of3.l5% unsecured senior notes that mature on May 15,
2025. The net proceeds from the sale were used to repay short-tenn indebtedness consisting of commercial
paper borrowings and drawings under our revolving credit facilities, incurred in connection with the payment
at maturity of our $300 million aggregate principal amount of4.65% notes due May 15, 2015.

On May 28, 2015, APS purchased all $32 million of Maricopa County, Arizona Pollution Control
Corporation Pollution Control Revenue Refunding Bonds, 2009 Series B, due 2029 in connection with the
mandatory tender provisions for this indebtedness. These bonds were classified as current maturities of long-
term debt on our Consolidated Balance Sheets at December 31, 2014.

On June 26, 2015, APS entered into a $50 million term loan facility that matures June 26, 2018.
Interest rates are based on APS's senior unsecured debt credit ratings. APS used the proceeds to repay and
refinance existing short-term indebtedness.

On November 6, 2015, APS issued $250 million of 4.35% unsecured senior notes that mature on
November 15, 2045. The net proceeds from the sale were used to refinance via redemption and cancellation at
par our indebtedness related to the principal amounts of the Navajo County, Arizona Pollution Control
Corporation Pollution Control Revenue Refunding Bonds (Arizona Public Service Company Cholla Project),
2009 Series A and 2009 Series C both due June 1, 2034, and repay commercial paper borrowings and replenish
cash temporarily used to fund capital expenditures.

On November 17, 2015, APS redeemed at par and canceled all $38 million of the Navajo County,
Arizona Pollution Control Corporation Revenue Refunding Bonds (Arizona Public Service Company Cholla

63 Schedule E-9
Page 67 of 193



Table of Contents

Project), 2009 Series A. These bonds were classified as current maturities of long-term debt on our
Consolidated Balance Sheets at December 3 l , 2014.

On November 17, 2015, APS canceled all $32 million of the Navajo County, Arizona Pollution Control
Corporation Revenue Refunding Bonds (Arizona Public Service Company Cholla Project), 2009 Series B,
purchased in connection with the mandatory tender provision on May 30, 2014.

On December 8, 2015, APS redeemed at par and canceled all $32 million of the Navajo County,
Arizona Pollution Control Corporation Revenue Reliunding Bonds (Arizona Public Service Company Cholla
Project), 2009 Series C.

Available Credit Facilities. Pinnacle West and APS maintain committed revolving credit facilities in
order to enhance liquidity and provide credit support for their commercial paper programs.

At December 31, 2015, Pinnacle West had a $200 million revolving credit facility that matures in
May 2019. Pinnacle West has the option to increase the amount of the facility up to a maximum of $300
million upon the satisfaction of certain conditions and with the consent of the lenders. At December 31, 2015,
Pinnacle West had no outstanding borrowings under its credit facility, no letters of credit outstanding and no
commercial paper borrowings.

On September 2, 2015, APS replaced its $500 million revolving credit facility that would have matured
in April 2018, with a new $500 million facility that matures in September 2020.

At December 3 l, 2015, APS had two credit facilities totaling $1 billion, including the $500 million
credit facility that matures in September 2020 and a $500 million credit facility that manures in May 2019. APS

ay increase the amount of each facility up to a maximum of $700 million each, for a total of $1.4 billion,
upon the satisfaction of certain conditions and with the consent of the lenders. Interest rates are based on APS's
senior unsecured debt credit ratings. These facilities are available to support APS's $250 million commercial
paper program, for bank borrowings or for issuances of letters of credit. At December 3 l, 2015, APS had no
outstanding borrowings or letters of credit under its revolving credit facilities.

See "Financial Assurances" in Note 10 for a discussion ofAPS's separate outstanding letters of credit.

Other Financing Matters. See Note 3 for information regarding the PSA approved by the ACC.

See Note 16 for information related to the change in our margin and collateral accounts.

Debt Provisions

Pinnacle West's and APS's debt covenants related to their respective bank financing arrangements
include maximum debt to capitalization ratios. Pinnacle West and APS comply with this covenant. For both
Pinnacle West and APS, this covenant requires that the ratio of consolidated debt to total consolidated
capitalization not exceed 65%. At December 31, 2015, the ratio was approximately 47% for Pinnacle West and
46% for APS. Failure to comply with such covenant levels would result in an event of default which,
generally speaking, would require the immediate repayment of the debt subject to the covenants and could
"cross-default" other debt. See further discussion of "cross-defauit" provisions below.

Neither Pinnacle West's nor APS's financing agreements contain "rating triggers" that would result in
an acceleration of the required interest and principal payments in the event of a rating downgrade. However,

ur bank credit agreements and term loan facilities contain a pricing grid in which the interest rates we pay for
borrowings thereunder are determined by our current credit ratings .
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All of Pinnacle West's loan agreements contain "cross-default" provisions that would result in defaults
and the potential acceleration of payment under these loan agreements if Pinnacle West or APS were to default
under certain other material agreements. All ofAPS's bank agreements contain "cross-default" provisions that
would result in defaults and the potential acceleration of payment under these bank agreements ifAPS were to
default under certain other material agreements. Pinnacle West and APS do not have a material adverse change
restriction for credit facility borrowings.

See Note 6 for further discussions of liquidity matters.

Credit Ratings

The ratings of securities of Pinnacle West and APS as of Febmary 12, 2016 are shown below. We are
disclosing these credit ratings to enhance understanding of our cost of short-term and long-term capital and our
ability to access the markets for liquidity and long-term debt. The ratings reflect the respective views of the
rating agencies, from which an explanation of the significance of their ratings may be obtained. There is no
assurance that these ratings will continue for any given period of time. The ratings may be revised or
withdrawn entirely by the rating agencies if, in their respective judgments, circumstances so warrant. Any
downward revision or withdrawal may adversely affect the market price of Pinnacle West's or APS's securities
and/or result in an increase in the cost of or limit access to, capital. Such revisions may also result in
substantial additional cash or other collateral requirements related to certain derivative instruments, insurance
policies, natural gas transportation, fuel supply, and other energy-related contracts. At this time, we believe we
have sufficient available liquidity resources to respond to a downward revision to our credit ratings.

Moody's Standard & Poor's Fitch
Pinnacle West

Corporate credit rating

Commercial paper

Outlook

AS

P-2

Stable

A-

A-2

Stable

A-

FT

Stable

APS

Corporate credit rating

Senior unsecured

Commercial paper

Outlook

A2

AS

p- 1

Stable

A-

A_

A-2

Stable

A-

A

FT

Stable

Off-Balance Sheet Arrangements

See Note 18 for a discussion of the impacts on our financial statements of consolidating certain VIEs.
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Contractual Obligations

The following table summarizes Pinnacle West's consolidated contractual requirements as of
December 31, 2015 (dollars in millions):

2016
2017-
2018

2019-
2020 Thereafter Total

$ 542 $

2

414 $

127

1,011 $ 4,422 $ 6,389

129

544 541 1,011 4,422 6,518

Long-term debt payments,
including interest: (a)

APS

Pinnacle West

Total long-term debt payments,
including interest

Fuel and purchased power
commitments (b)

Renewable energy credits (C)

Purchase obligations (d)

Coal reclamation

Nuclear decommissioning funding
requirements

Noncontrolling interests (e)

Operating lease payments

Total contractual commitments

643

42

233

15

1,174
80

512
34

1,064
80
37
39

7,559
432
213
262

10,440
634
995
350

$

2
23
9

1,511 $

4
46
16

2,407 $

4
46
11

2,292 $

62
226
61

13,237 $

72
341
97

1922147

(a)

(b)

(C)
(d)
(e>

The long-term debt matures at various dates through 2045 and bears interest principally at fixed
rates. Interest on variable-rate long-term debt is determined by using average rates at
December 3 l, 2015 (see Note 6).
Our fuel and purchased power commitments include purchases of coal, electricity, natural gas,
renewable energy, nuclear fuel, and natural gas transportation (see Notes 3 and 10). These amounts
include commitments incurred assuming an additional 7% in the 2016 Coal Supply Agreement.
Contracts to purchase renewable energy credits in compliance with the RES (see Note 3).
These contractual obligations include commitments for capital expenditures and other obligations.
Payments to the no controlling interests relate to the Palo Verde Sale Leaseback (see Note 18).

This table excludes $34 million in unrecognized tax benefits because the timing of the future cash
outflows is uncertain. Estimated minimum required pension contributions are zero for 2016, 2017 and2018
(see Note 7).

CRITICAL ACCOUNT1NG POLICIES

In preparing the financial statements in accordance with accounting principles generally accepted in the
United States of America ("GAAP"), management must often make estimates and assumptions that affect the
reported amounts of assets, liabilities, revenues, expenses and related disclosures at the date of the financial
statements and during the reporting period. Some of those judgments can be subjective and complex, and
actual results could differ from those estimates. We consider the following accounting policies to be our most
critical because of the uncertainties, judgments and complexities of the underlying accounting standards and
operations involved.
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Regulatory Accounting

Regulatory accounting allows for the actions of regulators, such as the ACC and FERC, to be reflected
in our financial statements. Their actions may cause us to capitalize costs that would otherwise be included as
an expense in the current period by unregulated companies. Regulatory assets represent incurred costs that
have been deferred because they are probable of future recovery in customer rates; Regulatory liabilities
generally represent expected iiuture costs that have already been collected from customers. Management
continually assesses whether our regulatory assets are probable of future recovery by considering factors such
as applicable regulatory environment changes and recent rate orders to other regulated entities in the same
jurisdiction. This determination reflects the current political and regulatory climate in Arizona and is subject to
change in the future. If future recovery of costs ceases to be probable, the assets would be written off as a
charge in current period earnings. We had $l,364 million of regulatory assets and $1,140 million of regulatory
liabilities on the Consolidated Balance Sheets at December 3 l, 2015.

•

Included in the balance of regulatory assets at December 31, 2015 is a regulatory asset of $619 million
for pension benefits. This regulatory asset represents the future recovery of these costs through retail rates as
these amounts are charged to earnings. If these costs are disallowed by the ACC, this regulatory asset would
be charged to OCI and result in lower future earnings.

See Notes 1 and 3 for more infonnation.

Pensions and Other Postretirement Benefit Accounting

Changes in our actuarial assumptions used in calculating our pension and other postretirement benefit
liability and expense can have a significant impact on our earnings and financial position. The most relevant
actuarial assumptions are the discount rate used to measure our liability and net periodic cost, the expected

long-term rate of return on plan assets used to estimate earnings on invested funds over the long-term, the
mortality assumptions, and the assumed healthcare cost trend rates. We review these assumptions on an annual
basis and adjust them as necessary.

The following chart reflects the sensitivities that a change in certain actuarial assumptions would have
had on the December 3 l, 2015 reported pension liability on the Consolidated Balance Sheets and our 2015
reported pension expense, after consideration of amounts capitalized or billed to electric plant participants, on
Pinnacle West's Consolidated Statements of Income (dollars in millions):

Increase (Decrease)

Impact Oil
Pension
Liability

Impact Of]
Pension
ExpenseActuarial Assumption (a)

Discount rate:

Increase 1%

Decrease 1%

Expected long-term rate of return on plan assets:

Increase 1%

Decrease 1%

$ (329) $
399

(11)
16

(13)
13

(a) Each fluctuation assumes that the other assumptions of the calculation are held constant while the
rates are changed by one percentage point.
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The following chart reflects the sensitivities that a change in certain actuarial assumptions would have
had on the December 3 l, 2015 other postretirement benefit obligation and our 2015 reported other

ostretirement benefit expense, after consideration of amounts capitalized or billed to electric plant
participants, on Pinnacle West's Consolidated Statements of Income (dollars in millions):

Increase (Decrease)

Actuarial Assumption (a)

Impact on Other
Postretirement

Benefit
Obligation

Impact on Other
Postretirement

Benefit Expense

$ (84) s

107
(3)
6

Discount rate:

Increase 1%

Decrease 1%

Healthcare cost trend rate (b):

Increase 1%

Decrease 1%

Expected long-term rate of return on plan assets - pretax:

Increase 1%

Decrease 1%

100
<80>

9
(6)

(4)
4

(a)

(b)

Each fluctuation assumes that the other assumptions of the calculation are held constant while the
rates are changed by one percentage point.
This assumes a 1% change in the initial and ultimate healthcare cost trend rate.

See Note 7 for further details about our pension and other postretirement benefit plans.

Fair Value Measurements

We account for derivative instruments, investments held in our nuclear decommissioning trust fund,
certain cash equivalents, and plan assets held in our retirement and other benefit plans at fair value on a
recurring basis. Fair value is the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date. We use inputs, or assumptions that
market participants would use, to determine fair market value. We utilize valuation techniques that maximize
the use of observable inputs and minimize the use of unobservable inputs. The significance of a particular
input determines how the instrument is classified in a fair value hierarchy. The determination of fair value
sometimes requires subjective and complex judgment. Our assessment of the inputs and the significance of a
particular input to fair value measurement may affect the valuation of the instruments and their placement
within a fair value hierarchy. Actual results could differ from our estimates of fair value. See Note l for a
discussion on accounting policies and Note 13 for fair value measurement disclosures.

OTHER ACCOUNTING MATTERS

During the fourth quarter of 2015, we early adopted two new accounting standards related to balance
sheet presentation of debt issuance costs, and balance sheet presentation of deferred income taxes. The
adoption of these standards did not impact our results of operations or cash flows.

During the first quarter of 2016, we will be adopting new consolidation accounting guidance. We do
not expect the adoption of this guidance to have a material impact on our financial statements.
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We are currently evaluating the impacts of adopting new revenue recognition guidance and financial
instrument recognition and measurement guidance. These two new accounting standards will be effective for
us on January l, 2018.

See Note 2 for additional information related to accounting matters.

MARKET AND CREDIT RISKS

Market Risks

Our operations include managing market risks related to changes in interest rates, commodity prices
and investments held by our nuclear decommissioning trust fund and benefit plan assets.

Interest Rate and Equity Risk

We have exposure to changing interest rates. Changing interest rates will affect interest paid on
variable-rate debt and the market value of fixed income securities held by our nuclear decommissioning trust
fund (see Note 13 and Note 19) and benefit plan assets. The nuclear decommissioning trust fund and benefit
plan assets also have risks associated with the changing market value of their equity and other non-tixed
income investments. Nuclear decommissioning and benefit plan costs are recovered in regulated electricity
prices.

The tables below present contractual balances of our consolidated long-term and short-term debt at the
expected maturity dates, as well as the fair value of those instruments on December 3 l, 2015 and 2014. The

interest rates presented in the tables below represent the weighted-average interest rates as of December 3 l,
2015 and 2014 (dollars in millions):

Pinnacle West Con_sojjgiated

2015

Fixed-Rate
Long-Term Debt

Interest . -

Rates Amount

6.15% $ 31420 I6

2017

2018

2019

2020

Years thereafter

Total

Fair value

Variable-Rate
Long-Term Debt

Interest

Rates Amount

44

125

50

0.01% $

1.17%

1.02% 1.75%
8.75%
2.20%
4:64%0.23%

s

$

49

268

268

$

$

32
500
250

2,490
3,586
3,839
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Short-Term
Debt

Interest
Rates Amount

Variable-Rate
Long-Term Debt

Interest

Rates Amount

Fixed-Rate
Long-Term Debt

Interest
Rates Amount2014

2015.
2016

2017

2018

2019

Years thereafter

Total

Fair value

0.40% $ 147 0.03% $

0.04%

0.82%

32

44

157

4.32% $

6.15%
352

314

$

$

147

147

0.27%

$

$

49

282

282

1.75%

8.75%

4.90%

$

$

32
500

1,940
3,138
3,558

The tables below present contractual balances ofAPS's long-term debt at the expected maturity dates,
as well as the fair value of those instruments on December 3 l, 2015 and 2014. The interest rates presented in
the tables below represent the weighted-average interest rates as of December 3 l, 2015 and 2014 (dollars in
millions):

APS - Consolidated

2015

Variable-Rate
Long-Term Debt

Interest

Rates Amount

Fixed-Rate
Long-Term Debt

Interest |

Rates Amount

T 0.1% $ 44 6.15% s 314

1.02% 50

. 2016

2017

2018

2019

2020

Years thereafter

Total

Fair value

0.23%

$

$

49

143

143

1.75%

8.75%

2.20%

4.64%

$
s

32
500
250

2,490
3,586
3,839

2014

Short-Term
Debt

Interest

Rates Amount

0.40% $ 147

Variable-Rate
Long-Term Debt

Interest
Rates Amount

Fixed-Rate
Long-Term Debt

Interest

Rates Amount
0.03% s

0.04%

0.03%

32

44

32

4.32% s

6.15%
352

314

2015

2016

2017

2018

2019

Years thereafter

' T o t a l

Fair value

1.75%

8.75%

4.90%

$

$

147"
147

0.27%

$

$

49

157"

157

$

$

32

500

1,940

3,138

3,558
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Commodity Price Risk

We are exposed to the impact of market fluctuations in the commodity price and transportation costs of
electricity and natural gas. Our risk management committee, consisting of officers and key management
personnel, oversees company-wide energy risk management activities to ensure compliance with our stated
energy risk management policies. We manage risks associated with these market fluctuations by utilizing
various commodity instruments that may qualify as derivatives, including futures, forwards, options and
swaps. As part of our risk management program, we use such instruments to hedge purchases and sales of
electricity and fuels. The changes in market value of such contracts have a high correlation to price changes in
the hedged commodities.

The following table shows the net pretax changes in mark-to-market of our derivative positions in 2015.
and 2014 (dollars in millions):

2015 2014

$ (115) s
(44)

(73)

(64)

(1)
6 22

Mark-to-market of net positions at beginning of year

Increase in regulatory asset

Recognized in OCI:

Change in mark-to-market losses for future deliveries

Mark-to-market losses realized during the period

Change in valuation techniques

Mark-to-market of net positions at end of year $ (154) $ (115)

The table below shows the fair value of maturities of our derivative contracts (dollars in millions) at
December 3 l , 2015 by maturities and by the type of valuation that is performed to calculate the fair values,
classified in their entirety based on the lowest level of input.that is significant to the fair value measurement.
See Note l, "Derivative Accounting" and "Fair Value Measurements", for more discussion of our valuation
methods.

Source of Fair Value

Observable prices provided by other external
sources

2016 2017 2018 2019 2020

Total
fair

value

$ (65) s (40) $ (16) $ $ $ (121)

Prices based on unobservable inputs

Total by maturity $

(11)
(76) $

(7)
(47)  $

(7)
(23) s

_(6)
(6) s

(2)

(2)  $

(33)
(154)
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The table below shows the impact that hypothetical price movements of 10% would have on the
market value of our risk management assets and liabilities included on Pinnacle West's Consolidated Balance
Sheets at December 31, 2015 and 2014 (dollars in millions):

Price Up
10%

December 31, 2015
Gain (Loss)

Price Down
10%

Price Up
10%

December 31, 2014
Gain (Loss)

Price Down
10%

Mark-to-market changes reported in:

Regulatory asset (liability) or OCI (a)

Electricity

Natural gas

Total

S

$

2 $

35

37 $

(2) $

(35)
(37) $

3 $

29

32 $

(3)

(29)

(32)

(a) These contracts are economic hedges of our forecasted purchases of natural gas and electricity.
The impact of these hypothetical price movements would substantially offset the impact that these
same price movements would have on the physical exposures being hedged. To the extent the
amounts are eligible for inclusion in the PSA, the amounts are recorded as either a regulatory asset
or liability.

Credit Risk

We are exposed to losses in the event of non-performance or non-payment by counterparties. See Note
16 for a discussion of our credit valuation adjustment policy.

ITEM 7A. QUANTITATWE AND QUALITATWE
DISCLOSURES ABOUT MARKET RISK

See "Market and Credit Risks" in Item 7 above for a discussion of quantitative and qualitative
disclosures about market risks.

I
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

INDEX TO FINANCIAL STATEMENTS AND
FINANCIAL STATEMENT SCHEDULES

Page

Management's Report on Internal Control over Financial Reporting (Pinnacle West Capital Corporation)

Report of Independent Registered Public Accounting Firm

Pinnacle West Consolidated Statements oflncome for 2015, 2014 and2013
Pinnacle West Consolidated Statements of Comprehensive Income for 2015, 2014, and 2013

Pinnacle West Consolidated Balance Sheets as of December 31, 2015 and 2014

Pinnacle West Consolidated Statements of Cash Flows for 2015, 2014 and 2013

Pinnacle West Consolidated Statements of Changes in Equity for 2015, 2014 and 2013

L
L
L
LB
19
81
3;

Management's Report on Internal Control over Financial Reporting (Arizona Public Service Companv)

Report of Independent Registered Public Accounting Firm

APS Consolidated Statements oflncome for 2015, 2014 and 2013

APS Consolidated Statements of Comprehensive Income for 2015, 2014 and 2013

APS Consolidated Balance Sheets as of December 31, 2015 and 2014

APS Consolidated Statements of Cash Flows for 2015, 2014 and 2013

APS Consolidated Statements of Changes in Equitv for 2015, 2014 and 2013

8;
M
M
8
8
QQ
8

8
92

Combined Notes to Consolidated Financial Statements

Note 1. Summand of Significant Accounting Policies

Note 2. New Accounting Standards

Note 3. Regulatory Matters

Note 4. Income Taxes

Note 5. Lines of Credit and Short-Term Borrowings

Note 6. Long-Term Debt and Liquiditv Matters

Note 7. Retirement Plans and Other Postretirement Benefits

Note 8. Leases

Note 9. Jointly-Owned Facilities

Note 10. Commitments and Contingencies

Note ll . Asset Retirement Obligations

Note 12. Selected Ouarterlv Financial Data (Unaudited)

Note 13. Fair Value Measurements

Note 14. Earnings Per Share

Note 15. Stock-Based Compensation

Note 16. Derivative Accounting

Note 17. Other Income and Other Expense

Note 18. Palo Verde Sale Leaseback Variable Interest Entities

Note 19. Nuclear Decommissioning Trusts

Note 20. Changes in Accumulated Other Comprehensive Loss

28.

8

107

112

113

Q Q

125

126

126

135

136

137

144

144

147

152

152

154

155

See Note 12 for the selected quarterly financial data (unaudited) required to be presented in this Item.
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MANAGEMENT'S REPORT ON INTERNAL CONTROL
OVER FINANCIAL REPORTING

(PINNACLE WEST CAPITAL CORPORATION)

Our management is responsible for establishing and maintaining adequate internal control over
financial reporting, as such term is defined in Exchange Act Rules 13a-15(f`), for Pinnacle West. Management
conducted an evaluation of the effectiveness of our internal control over financial reporting based on the
framework in Internal Control - Integrated Framework (2013) issued by the Committee of Sponsoring
Organizations of the Treadway Commission. Based on our evaluation under the framework in Internal
Control - Integrated Framework (2013), our management concluded that our internal control over financial
reporting was effective as of December 3 l, 2015. The effectiveness of our internal control over financial
reporting as of December 31, 2015 has been audited by Deloitte & Touche LLP, an independent registered
public accounting firm, as stated in their report which is included herein and also relates to the Company's
consolidated financial statements.

February 19, 2016

\
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of
Pinnacle West Capital Corporation
Phoenix, Arizona

We have audited the accompanying consolidated balance sheets of Pinnacle West Capital Corporation and
subsidiaries (the "Company") as of December 31, 2015 and 2014, and the related consolidated statements of
income, comprehensive income, changes in equity, and cash flows for each of the three years in the period
ended December 3 l, 2015. Our audits also included the financial statement schedules listed in the Index at
Item 15. We also have audited the Company's internal control over financial reporting as of December 31,
2015, based on criteria established in Internal Control - Integrated Framework (2013) issued by the
Committee of Sponsoring Organizations of the Treadway Commission. The Company's management is
responsible for these financial statements and financial statement schedules, for maintaining effective internal
control over financial reporting, and for its assessment of the effectiveness of internal control over financial
reporting, included in the accompanying Management's Report on Internal Control over Financial Reporting.
Our responsibility is to express an opinion on these financial statements and financial statement schedules and
an opinion on the Company's internal control over financial reporting based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement and whether effective internal control
over financial reporting was maintained in all material respects. Our audits of the financial statements
included examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements, assessing the accounting principles used and significant estimates made by management, and
valuating the overall financial statement presentation. Our audit of internal control over financial reporting

included obtaining an understanding of internal control over financial reporting, assessing the risk that a
material weakness exists and testing and evaluating the design and operating effectiveness of internal control
based on the assessed risk. Our audits also included performing such other procedures as we considered
necessary in the circumstances. We believe that our audits provide a reasonable basis for our opinions.

A company's internal control over financial reporting is a process designed by, or under the supervision of, the
company's principal executive and principal financial officers, or persons performing similar functions, and
effected by the company's board of directors, management, and other personnel to provide reasonable
assurance regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles. A company's internal control over
financial reporting includes those policies and procedures that (l) pertain to the maintenance of records that, in
reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the company,
(2) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial
statements in accordance with generally accepted accounting principles and that receipts and expenditures of
the company are being made only in accordance with authorizations of management and directors of the
company; and (3) provide reasonable assurance regarding prevention or timely detection of unauthorized
acquisition, use, or disposition of the company's assets that could have a material effect on the financial
statements.

Because of the inherent limitations of internal control over financial reporting, including the possibility of
collusion or improper management override of controls, material misstatements due to error or fraud may not
be prevented or detected on a timely basis. Also, projections of any evaluation of the effectiveness of the

teal control over financial reporting to future periods are subject to the risk that the controls may become
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inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures
may deteriorate.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects,
the financial position of Pinnacle West Capital Corporation and subsidiaries as of December 3 l, 2015 and
2014, and the results of their operations and their cash flows for each of the three years in the period ended
December 31, 2015, in conformity with accounting principles generally accepted in the United States of
America. Also, in our opinion, such financial statement schedules, when considered in relation to the basic
consolidated financial statements taken as a whole, present fairly, in all material respects, the information set
forth therein. Also, in our opinion, the Company maintained, in all material respects, effective internal control
over financial reporting as of December 3 l, 2015, based on the criteria established in Internal Control _
Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway
Commission.

/s/ Deloitte & Touche LLP

Phoenix, Arizona
February 19, 2016
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PINNACLE WEST CAPITAL CORPORATION
CONSOLIDATED STATEMENTS OF INCOME

(dollars and shares in thousands, except per share amounts)

2015

Year Ended December 31,

2014 2013

s 3,495,443 s 3,491,632 s 3,454,628

1,101,298
868,377
494,422
171,812

4,932
2,640,841

854,602

1,179,829
908,025
417,358
172,295

2,883
2,680,390

811,242

1,095,709
924,727
415,708
164,167

7,994
2,608,305

846,323

OPERATING REVENUES

OPERATING EXPENSES

Fuel and purchased power

Operations and maintenance

Depreciation and amortization

Taxes other than income taxes

Other expenses

Total

OPERATING INCOME

OTHER INCOME (DEDUCTIONS)

Allowance for equity funds used during construction (Note 1)

Other income (Note I7)

Other expense (Note 17)

Total

INTEREST EXPENSE

Interestcharges

Allowance for borrowed fundsusedduring construction (Note 1)

Total .

INCOME BEFORE INCOME TAXES

INCOME TAXES (Note 4)

NFT INCOME

Less: Net income attributable to no controlling interests (Note 18)

NET INCOME ATTRIBUTABLE TO COMMON SHAREHOLDERS

35,215
621

(17,823)
18,013

30,790
9,608

(21,746)
18,652

25,581
1,704

(16,024)
11,261

194,964
(16,259)
178,705
693,910
237,720
456,190
\18,933

437,257 $

200,950
(15,457)
185,493
644 1

220,705
423,696
26,101

39i,l5§5 $

201,888
(14,861)
187,027
670,557
230,591
439,966
33,892

406,074

WEIGHTED-AVERAGE COMMON SHARES OUTSTANDING
BASIC

WEIGHTED-AVERAGE COMMON SHARES OUTSTANDING
DILUTED

111,026

111,552

110,626

111,178

109,984

I 10,806

EARNINGS PER WEIGHTED-AVERAGE COMMON SHARE
OUTSTANDING

Net income attributable to common shareholders - basic

Net income attributable to common shareholders - diluted
$

$

3.94 $

3.92 $

3.59 s

3.58 $

3.69
3.66

The accompanying notes are an integral part of the financial statements.

77
Schedule E-9

Page 81 of 193

ll



Table of Contents

PINNACLE WEST CAPITAL CORPORATION
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(dollars in thousands)

2015

Year Ended December31,

2014 2013

NET INCOME $ 456,190 $ 423,696 $ 439,966

OTHER COMPREHENSIVE INCOME (LOSS), NET OF TAX

Derivative instruments:

Net unrealized loss, net of taxbenefit (expense) of $(342), $(438), and
$140 (Note 16)

Reclassification of net realized loss, net of tax benefit of $l,80l, $7,932
and $17,472 (Note l6)

Pension and other postretirement benefits activity, net of tax (expense)
benefit of$(13,302), $1,307, and $(6,l56) (Note 7)

Total other comprehensive income

(957)

4,187

(810)

13,483

(213)

26,747

20,163
23,393

(2,761)

9,912
9,421

35,955

COMPREHENSIVE INCOME

Less: Comprehensive income attributable to no controlling interests
479,583
18,933

433,608
26,101

475,921
33,892

COMPREHENSIVE INCOME ATTRIBUTABLE TO COMMON
SHAREHOLDERS 460,650 S 407,507 $ 442,029

'The accompanying notes are an integral part of the financial statements.
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PINNACLE WEST CAPITAL CORPORATION
CONSOLIDATED BALANCE SHEETS

(dollars in thousands)

December 31,

2015 2014
ASSETS

$ 39,488
274,691
96,240
(3,125)

234,234
45,697

$

589

15,905

149,555
37,242

890,516

7,604
297,740
100,533

(3,094)
218,889
37,097

122,232
3,098

13,785
6,926

129,808
38,817

973,435

12,106
735,196
52,518

$b9,s26. 1

17,620
713,866
54,047

785,533

16,222,232
(5,594,094)
10,638,138`

816,307

15,543,063

(5,397,75l)

10,'14331 i

682,807

CURRENT ASSETS .

Cash and cash equivalents

Customer and other receivables

Accrued unbilled revenues

Allowance for doubtful accounts

Materials and supplies (at average cost)

Fossil fuel (at average cost)

Deferred income taxes (Note 4)

Income tax receivable (Note 4)

Assets from risk management activities (Note 16)

Deferred fuel and purchased power regulatory asset (Note 3)

Other regulatory assets (Note 3)

Other current assets

Total current assets

INVESTMENTS AND OTHER ASSETS

Assets from risk management activities (Note 16)

Nuclear decommissioning trust (Notes 13 and l9)

Other assets

Total investments and other assets

PROPERTY, PLANT AND EQUIPMENT (Notes 1, 6 and 9)

Plant in service and held for future use

Accumulated depreciation and amortization

Net

Construction work in progress

Palo Verde sale leaseback, net of accumulated depreciation of $233,665 and $229,795
(Note l8)

Intangible assets, net of accumulated amortization of $546,038 and $489,538

Nuclear fuel, net of accumulated amortization of $146,228 and $143,554

Total property, plant and equipment

DEFERRED DEBITS

Regulatory assets (Notes l, 3 and 4)

Assets for other postretirement benefits (Note 7)

Other

Total deferred debits

TOTAL ASSETS

117,385
123,975
123,139

11,808,944

121,255
119,755
125,201

11,194,330

$

1,214,146
185,997
128,835

1,528,978
15,028,258 $

1,054,087

I 52,290

129,215

1,335,592

14,288,890

The accompanying notes are an integral part of the financial statements.
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PINNACLE WEST CAPITAL CORPORATION
CONSOLIDATED BALANCE SHEETS

(dollars in thousands)

December31,

2015 2014

$ 297,480
138,600
56,305
69,363

s 295,21 l
140,613
52,603
65,790

147,400
383,570
72,307
59,676
32,462

LIABILITIES AND EQUITY

CURRENT LIABILITTES

Accounts payable

Accrued taxes (Note 4)

Accrued interest

Common dividends payable

Short-term borrowings (Note 5)

Current maturities of long-term debt (Note 6)

Customer deposits

Liabilities from risk management activities (Note 16)

Liabilities for asset retirements (Note ll)

Deferred fuel and purchased power regulatory liability (Note 3)

Other regulatory liabilities (Note 3)

Other current liabilities

Total current liabilities

LONG-TERM DEBT LESS CURRENT MATURITIES (Note 6)

DEFERRED CREDITS AND OTHER

Deferred income taxes (Note 4)

Regulatory liabilities (Notes 1, 3, 4 and 7)

Liabilities for asset retirements (Note ll)

Liabilities for pension benefits (Note 7)

Liabilities from risk management activities (Note 16)

Customer advances

Coal mine reclamation

Deferred investment tax credit

Unrecognized tax benefits (Note 4)

Other

357,580
73,073
77,716.
28,573
9,688

136,078
197,861

1,442,317
_3,462,391

130,549
178,962

1,559,143
3,006,573

I

2,723,425
994,152
415,003
480,998
89,973

115,609
201,984
187,080

9,524
186,345

5,404,093

2,582,636
1,051,196

358,288
453,736
50,602

123,052
198,292
178,607
19,377

188,286
5,204,072

2,541,668
(5,806)

2,535,862
2,092,803.

2,512,970
(3,401)

2,509,569
1,926,065

(57,756)

(10,385)

(68,141)

Total deferred credits and other

COMMITMENTS AND CONTINGENCIES (SEE NOTES)

EQUITY

Common stock, no par value; authorized 150,000,000 shares, 1 I 1,095,402 and
110,649,762 issued at respective dates

Treasury stock at cost; 115,030 shares at endof 2015 and 78,400 shares at end of2014

Total common stock

Retained earnings

Accumulated other comprehensive loss:

Pension and other postretirement benefits (Note 7)

Derivative instruments (Note 16)

Total accumulated other comprehensive loss

Total shareholders' equity

Noncontrolling interests (Note 18)

Total equity

TOTAL LIABILITIES AND EQUITY

The accompanying notes are an integral part of the financial statements.
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$

(37,593)

(7,155)

(44,748)

4,583,917

135,540

4,719,457

15,028,258 $

4,367,493

151,609

4,519,102

14,288,890

Schedule E-9
Page 84 of 193



Table Q[_Contents

PINNACLE WEST CAPITAL CORPOR.ATION
CONSOLIDATED STATEMENTS OF CASH FLOWS

(dollars in thousands)

2015

Year Ended December 31,

2014 2013

$ 456,190 $ 423,696 $ 439,966

571,664
14,997
1,617

(35,215)
236,819

8,473
(381)

496,487
(26,927)
40,757

(30,790)
159,023
26,246

339

492,322
21,678
31,190

(25,581)
249,296
52,542

534

(22,219)
4,293

(23,945)
2,509
3,145

(34,266)
(2,013)

603
(324)

22,776

(52,672)
(3,737)
3,724

132,419
4,384
(353)

9,615
17,892

(343)
(24,975)

2,778

59,618

(56,561)

(80,993)

(10,328)

(20,535)

2,426

(81,959)
1,094,327 1,099,627

(44,991)
(1,951)

(11,878)
(133,094)
(17,913)
45,414
6,059

(7,513)
993

12,355
137,270
(91,425)
64,473

(42,389)
(24,050)

1,153,307

(l,076,087)

46,546
(16,259)

478,813

(496,062)
(3,184)

(l,066,233)

(910,634)

20,325

(15,457)

356,195
(373,444)

347

(922,668)

(1,0I6,322)

41,090

(14,861)

446,025

(463,274)

(2,059)
.(l,009,40l)

CASH FLOWS FROM OPERATING ACTIVITIES
Net Income
Adjustments to reconcile net income to net cash provided by operating
activities:

Depreciation and amortization including nuclear fuel

Deferred fuel and purchased power

Deferred fuel and purchased power amortization

Allowance for equity funds used during construction

Deferred income taxes

Deferred investment tax credit

Change in derivative instruments fair value

Changes in current assets and liabilities:

Customer and other receivables

Accrued unbilled revenues

Materials, supplies and fossil fuel
Income tax receivable

Other current assets

Accounts payable

Accrued taxes

Other current liabilities
Change in margin and collateral accounts - assets

Change in margin and collateral accounts - liabilities
Change in long-term income tax receivable

Change in unrecognized tax benefits

Change in long-term regulatory liabilities

Change in other long-tenn assets
Change in other long-term liabilities

Net cash flow provided by operating activities

CASH FLOW S FROM INVESTING ACTIVITIES

Capital expenditures

Contributions in aid of construction

Allowance for borrowed funds used during construction

Proceeds firm nuclear decommissioning trust sales

Investment in nuclear decommissioning trust

Other
Net cash sow used for investing activities

CASH FLOW S FROM FINANCING ACTIVITIES
Issuance of long-term debt
Repayment of long-term debt

Short-term borrowings and payments - net
Dividends paid on common stock `
Common stock equity issuance - net of purchases

Distributions to no controlling interests

Other

Net cash f low provided by (used for) financing activities

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR
CASH AND CASH EQUIVALENTS ATENDOF YEAR $

842,415
(415,570)
(147,400)
(260,027)

19,373
(35,002)

1
3,790

31,884
7,604

39,488 $

731,126
(652,578)

(5,725)
(246,671)

15,288
(20,482)

161
(178,881)

(1,922)
9,526
7,604_ $

136,307
(122,828)

60,950
(235,244)

17,319
(17,385)

299
(160,582)
(16,676)
26,202
9,526

The accompanying notes are an integral part of the financial statements.
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PINNACLE WEST CAPITAL CORPORATION
CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

(dollars in thousands, except per share amounts)

Common Stock

Shares A m o u n t

Treasury Stock

Shares A m o u n t

Retained
Earnings

Accumulated
Other

Comprehensive
Income (Loss)

Noncontrolling
Interests Total

Balance, December 31, 2012 109,837,957 $2,466,923 (95,192) s (4,211) s 1,624,102 s (114,008) s 129,483 $ 4,102,289

Net  income 406,074 33,892 439,966

35,955 35,955

(244,903)

442,746 24,635

( l74,290) (9,727)

(244,903)

24,635

(9,727)

Other comprehensive income

Div idends  uNcommon s tock
($2.23per  share)

Issuance of  common stock

Purchase of treasury stock (a)

Reissuance of treasury stock
for stock-based
compensat ion and other

Net  capital act iv i t ies by
no cont rol l ing interes ts

170,538 9,630 9,630

.(l7,385) (17,385)

Balance, December 31, 2013 I 10,280,703 2,491,558 (98,944) (4,308) 1,785,273 (78,053) 145,990 4,340,460

397,595 26,101
9,912

423,696

9,912

(256,803)

369,059 21,412

(139,746) (7,893)

(256,803)

21,412

(7,893)

Net  income

Other comprehensive income

Div idends on common s tock
($2.33 per share)

Issuance of common stock

Purchase of treasury stock (a)

Reissuance of treasury stock
for stock-based
compensat ion and other

Net  capital act iv i t ies by
no cont rol l ing interes ts

160,290 8,800 8,800

(20,482) (20,482)

Balance, December 31, 2014 I 10,649,762 2,512,970 (78,400) (3,401) 1,926,065 (68,141) 151,609 4,519,102

437,257 18,933
23,393

456,190

23,393

Net  income

Other comprehensive income

Div idends on common stock
($2.44 per share)
Issuance of  common stock

(270,519)

445,640 28,698

(154,751) (10,136)

(270,519)

28,698

(10,136)
Purchase of treasury stock (a)

Reissuance of treasury stock
for stock-based
compensat ion and other

Net capital act iv it ies by
no cont rol l ing interes ts

118,121 7,731 7,731

(35,002)

Balance, December 31, 2015 111,095,402 $2,541,668 (115,030) s (5,806) $ 2,092,803 s (44,748) $

(35,002)

135,540 s 4,719,457

(a) Pr im ar i l y  r ep res en t s  s ha res  o f  c om m on  s t oc k  w i t hhe ld  f r om  c e r t a i n  s t oc k  aw ards  f o r  t ax  pu rpos es ,

e  ac c om pany ing  no t es  a re  an  in t egra l  par t  o f  t he  H nanc iad  s t a t em ent s .

82
Schedule E-9

Page 86 of 193



Table of Contents

MANAGEMENT'S REPORT ON INTERNAL CONTROL
OVER FINANCIAL REPORTING

(ARIZONA PUBLIC SERVICE CQMPANY)

Our management is responsible for establishing and maintaining adequate internal control over
financial reporting, as such term is defined in Exchange Act Rules l3a-l5(f), for APS. Management conducted
an evaluation of the effectiveness of our internal control over financial reporting based on the framework in
Internal Control - Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the
Treadway Commission. Based on our evaluation under the framework in Internal Control - Integrated
Framework (2013), our management concluded that our internal control over financial reporting was effective
as of December 31, 2015. The effectiveness of our internal control over financial reporting as of December 3 I,
2015 has been audited by Deloitte & Touche LLR an independent registered public accounting firm, as stated
in their report which is included herein and also relates to the Company's financial statements.

February 19, 2016
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholder of
Arizona Public Service Company
Phoenix, Arizona

We have audited the accompanying consolidated balance sheets oflArizona Public Service Company and
subsidiary (the "Company") as oflDecernber 31, 2015 and 2014, and the related consolidated statements of
income, comprehensive income, changes in equity, and cash flows for each of the three years in the period
ended December 3 l, 2015. Our audits also included the financial statement schedule listed in the Index at Item
15. We also have audited the Company's internal control over financial reporting as of December 3 l, 2015,
based on criteria established in Internal Control - Integrated Framework (2013) issued by the Committee of
Sponsoring Organizations of the Treadway Commission. The Company's management is responsible for these
financial statements and financial statement schedule, for maintaining effective internal control over financial
reporting, and for its assessment of the effectiveness of internal control over financial reporting, included in the
accompanying Management's Report on Internal Control over Financial Reporting. Our responsibility is to
express an opinion on these financial statements and financial statement schedule and an opinion on the
Company's internal control over financial reporting based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement and whether effective internal control
over financial reporting was maintained in all material respects. Our audits of the financial statements
included examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements, assessing the accounting principles used and significant estimates made by management, and
valuating the overall financial statement presentation. Our audit of internal control over financial reporting

included obtaining an understanding of internal control over financial reporting, assessing the risk that a
material weakness exists and testing and evaluating the design and operating effectiveness of internal control
based on the assessed risk. Our audits also included perfonning such other procedures as we considered
necessary in the circumstances. We believe that our audits provide a reasonable basis for our opinions.

•

A company's internal control over financial reporting is a process designed by, or under the supervision of the
company's principal executive and principal financial officers, or persons performing similar functions, and
effected by the company's board of directors, management, and other personnel to provide reasonable
assurance regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles. A company's internal control over
financial reporting includes those policies and procedures that (l) pertain to the maintenance of records that, in
reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the company,
(2) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial
statements in accordance with generally accepted accounting principles and that receipts and expenditures of .
the company are being made only in accordance with authorizations of management and directors of the
company; and (3) provide reasonable assurance regarding prevention or timely detection of unauthorized
acquisition, use, or disposition of the company's assets that could have a material effect on the financial
statements.

Because of the inherent limitations of internal control over financial reporting, including the possibility of
collusion or improper management override of controls, material misstatements due to error or fraud may not
be prevented or detected on a timely basis. Also, projections of any evaluation of the effectiveness of the
internal control over financial reporting to future periods are subject to the risk that the controls may become
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inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures
may deteriorate.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects,
the financial position of Arizona Public Service Company and subsidiary as of December 31, 2015 and 2014,
and the results of their operations and their cash flows for each of the three years in the period ended
December 31, 2015, in conformity with accounting principles generally accepted in the United States of
America. Also, in our opinion, such financial statement schedule, when considered in relation to the basic
consolidated financial statements taken as a whole, presents fairly, in all material respects, the information set
forth therein. Also, in our opinion, the Company maintained, in all material respects, effective internal control
over financial reporting as of December 31, 2015, based on the criteria established in Internal Control -
Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway
Commission.

/s/ Deloitte & Touche LLP

Phoenix, Arizona
February 19, 2016
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ARIZONA PUBLIC SERVICE COMPANY
CONSOLIDATED STATEMENTS OF INCOME

(dollars in thousands)

2015

Year Ended December31,

2014 2013

ELECTRIC OPERATING REVENUES $ 3,492,357 $ 3,488,946 $ 3,451,251

OPERATING EXPENSES

Fuel and purchased power

Operations and maintenance

Depreciation and amortization

Income taxes (Note 4)

Taxes other than income taxes

Total

OPERATING INCOME

1,101,298
853,135
494,298
260,143
171,499

2,880,373
611,984

1,179,829
882,442
417,264
245,036
171,583

2,896,154
592,792

1,095,709
897,824
415,612
256,864
163,377

2,829,386
621,865

OTHER INCOl\[E (DEDUCTIONS)

Income taxes (Note 4)

Allowance for equity funds used during construction (Note l)

Other income (Note 17)

Other expense (Note 17)

Total

14,302
35,215
2,834

(19,019)
33,332

7,676
30,790
11,295

(13,403)
36,358

11,769
25,581
3,896

(20,449)
20,797

INTEREST EXPENSE

Interest on long-term debt

Interest on short-tenn borrowings

Debt discount, premium and expense

Allowance for borrowed funds used during construction (Note 1)

Total

180,123
7,376
4,793

(16,183)
176,109

186,323
6,796
4,168

(15,457)
181,530

188,01 l
6,605
4,046

(14,861)
183,801

NET INCOME 469,207 447,320 458,861

Less: Net income attributable to no controlling interests (Note 18) 18,933 26,101 33,892

NET INCOME ATTRIBUTABLE TO COMMON SHAREHOLDER $ 450,274 s 421,219 s 424,969

The accompanying notes are an integralpartof the financial statements.
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ARIZONA PUBLIC SERVICE COMPANY
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(dollars in thousands)

2015

Year Ended December 31,

2014 2013

NET INCOME $ 469,207 $ 447,320 $ 458,861

OTHER COMPREHENSIVE n~IcomE (LOSS), NET OF TAX

Derivative instruments:

Net unrealized loss, net of tax benefit (expense) of $(342), $(438), and
$140 (Note 16)

Reclassification ofnet realized loss, net of taxbenefit of$l,80l, $7,932,
and $17,472 (Note 16)

Pension and other postretirement benefits activity, net of tax (expense)
benefit of $(1 l,776), $4,655, and $(6,003) (Note 7)

Total other comprehensive income

(957)

4,187

(809)

13,483

(214)

26,747

18,006
21,236

(7,635)

5,039
9,190

35,723

COMPREHENSIVEn~1comE

Less: Comprehensive income attributable to no controlling interests
490,443
18,933

452,359
26,101

494,584
33,892

COMPREHENSIVE INCOME ATTRIBUTABLE TO COMMON
SHAREHOLDER $ 471,510 $ 426,258 $ 460,692

he accompanying notes are an integral part of the financial statements.
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ARIZONA PUBLIC SERVICE COMPANY
CONSOLIDATED BALANCE SHEETS

(dollars in thousands)

December 31,

2015 2014

$ 16,218,724
(5,590,937)
10,627,787

812,845

$ 15,539,111 l
(5,394,650)
10,145,161

682,807

117,385
123,820
123,139

11,804,976

121,255
119,600
125,201

11,194,024

735,196
12,106
34,455

781,757

713,866
17,620
33,362

__` .` 764,848

22,056
274,428
96,240
(3,125)

234,234
45,697
15,905

149,555

ASSETS

PROPERTY, PLANT AND EQUIPMENT (Notes 1, 6 and 9)

Plant in service and held for future use

Accumulated depreciation and amortization

Net

Construction work in progress

Palo Verde sale leaseback, net of accumulated depreciation of $233,665 and $229,795
(Note 18)

Intangible assets, net of accumulated amortization of $546,038 and $489,538

Nuclear fuel, net of accumulated amortization of $146,228 and $143,554

Total property, plant and equipment

INVESTMENTS AND OTHER ASSETS

Nuclear decommissioning trust (Notes 13 and 19)

Assets from risk management activities (Note 16)

Other assets

Total investments and other assets

CURRENT ASSETS

Cash and cash equivalents

Customer and other receivables

Accrued unbilled revenues

Allowance for doubtful accounts

Materials and supplies (at average cost)

Fossil fuel (at average cost)

Assets from risk management activities (Note 16)

Deferred fuel and purchased power regulatory asset (Note 3)

Other regulatory assets (Note 3)

Deferred income taxes (Note 4)

Other current assets

Total current assets

DEFERRED DEBITS

Regulatory assets (Notes 1, 3, and 4)

Assets for other postretirement benefits (Note 7)

Other
Total deferred debits

TOTAL ASSETS

35,765

870,755

4,515

297,712

100,533

(3,094)

218,889

37,097

13,785

6,926

129,808

55,253

38,693

900,117.

1,214,146 1,054,087
182,625 149,260
127,923 128,026

1,524,694 1,331,373
s 14,982,182-  s  14,190,362

The accompanying notes are an integral part of the financial statements.
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ARIZONA PUBLIC SERVICE COMPANY
CONSOLIDATED BALANCE SHEETS

(dollars in thousands)

December 31,

2015 2014

s 178,162
2,379,696
2,148,493

$ 178,162
2,379,696
1,968,718

(19,942)
(7,155)

4,679,254
135,540

4,814,794
3,337,391
8, 152,185

(37,948)
(10,385)

4,478,243
151,609

4,629,852
2,881,573
7,511,425

357,580
291,574
144,488
56,003
69,400
73,073
77,716
28,573
9,688

136,078
180,535

1,424,708

147,400
383,570
289,930
131,110
52,358
65,800
72,307
59,676
32,462

130,549
167,302

1,532,464

LIABILITIES AND EQUITY

CAPITALIZATION

Common stock

Additional paid-in capital

Retained earnings

Accumulated other comprehensive (loss):

Pension and other postretirement benefits (Note 7)

Derivative instruments (Note 16)

Total shareholder equity

Noncontrolling interests (Note 18)

Total equity

Long-term debt less current maturities (Note 6)

Total capitalization

CURRENT LIABILITIES

Short-term borrowings (Note 5)

Current maturities of long-term debt (Note 6)

Accounts payable

Accrued taxes (Note 4)

Accrued interest

Common dividends payable

Customer deposits

Liabilities from risk management activities (Note 16)

Liabilities for asset retirements (Note ll)

Deferred tiu el and purchased power regulatory liability (Note 3)

Other regulatory liabilities (Note 3)

Other current liabilities

Total current liabilities

DEFERRED CREDITS AND OTHER

Deferred income taxes (Note 4)

Regulatory liabilities (Notes 1, 3, and 4)

Liabilities for asset retirements (Note ll)

Liabilities for pension benefits (Note 7)

Liabilities from risk management activities (Note 16)

Customer advances

Coal mine reclamation

Deferred investment tax credit

Unrecognized tax benefits (Note 4)

Other

Total deferred credits and other

COMMITMENTS AND CONTINGENCIES (SEE NOTES)

TOTAL LIABILITIES AND EQUITY

2,764,489
994,152
415,003
459,065
89,973

115,609
201,984
187,080
35,251

142,683
5,405,289

2,571,365
1,051,196

358,288
424,508
50,602

123,052
198,292
178,607
45,740

144,823
5,146,473

$ 14,982,182 $ 14,190,362

The accompanying notes are an integral part of the financial statements.
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ARIZONA PUBLIC SERVICE COMPANY
CONSOLIDATED STATEMENTS OF CASH FLOWS

(dollars in thousands)

Year Ended December 31,
2015 2014 2013

s 469,207 $ 447,320 $ 458,861

571,540
14,997
1,617

(35,215)
223,069

8,473
(381)

496,393
(26,927)
40,757

(30,790)
155,401
26,246

339

492,226
21,678
31,190

(25,581)
278,101

52,542
534

(21,040)
4,293

(23,945)

(52,466)
(3,737)
3,724

135,179
3,766

(2,355)
8,650

33,970
(343)

(24,975)
59,618

(46,552)
(1,951)

(11,878)
(134,590)

4,498
(34,891)
13,378
(3,718)

(324)
22,776

(20,535)

(17,112)
47,870

5,760
(9,005)

993
12,355
64,473

137,665
(91,244)
(46,675)
(24,969)

CASH FLOWS FROM OPERATING ACTIVITIES
Net income
Adjustments to reconcile net income to net cash provided by operating activities:

Depreciation and amortization including nuclear fuel
Deferred fuel and purchased power
Deferred fuel and purchased power amortization
Allowance for equity funds used during construction
Deferred income taxes
Deferred investment tax credit
Change in derivative instruments fair value
Changes in current assets and liabilities:

Customer and other receivables
Accrued unbilled revenues
Materials, supplies and fossil fuel
Income tax receivable
Other current assets
Accounts payable
Accrued taxes
Other current liabilities

Change in margin and collateral accounts - assets
Change in margin and collateral accounts - liabilities
Change in long-term regulatory liabilities
Change in long-term income tax receivable
Change in unrecognized tax benefits
Change in other long-term assets
Change in other long~tenn liabilities

Net cash flow provided by operating activities
CASH FLOWS FROM INVESTING ACTIVITIES

Capital expenditures
Contributions in aid of construction
Allowance for borrowed funds used during construction
Proceeds from nuclear decommissioning trust sales
Investment in nuclear decommissioning trust
Other

(10,328)
(813)

(82,628)
1,100,030

z,778
(62,739)
(85,642)

1,124,167 1,!24,69I

(1,072,053)
46,546

(16,183)
478,813

(496,062)
___£1,093)

(1,060,032)

(910,084)
20,325

(15,457)
356,195

(373,444)
347

(922,118)

(l,016,322)
41,090

(14,861)
446,025

(463,274)
(2,067)

(l,009,409)

net

606,126
(527,578)

(5,725)
(253,600)
(20,482)

(201,259)
790

3,725
4.515s

842,415
(415,570)
(147,400)
(266,900)
(35,002)
(22,457)
17,541
4,515

22.056 s s

136,307
(122,828)

60,950
(242,100)
(17,385)

(185,056)
226

3,499
3.725

s 14,831
167,670

$ (86,054) $
173,436

7,524
180,757

Net cash flow used for investing activities
CASH FLOWS FROM FINANCING ACTIVITIES

Issuance of long-term debt
Repayment of long-term debt
Short-term borrowings and payments
Dividends paid on common stock
Noncontrolling interests

Net cash flow used for financing activities
NET INCREASE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR
CASH AND CASH EQUIVALENTS AT END OF YEAR
Supplemental disclosure of cash flow information:

Cash paid (received) during the year for:
Income taxes, net of refunds
Interest, net of amounts capitalized

Significant non-cash investing and financing activities:
Accrued capital expenditures
Dividends declared but not paid
Liabilities assumed related to acquisition of SCE's Four Corners' interest

$ 83,798
69,400

s 44,712
65,800

s 33,184
62,500

145,609

he accompanying notes are an integral part of the financial statements.
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ARIZONA PUBLIC SERVICE COMPANY
CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

(dollars in thousands)

Common Stock

Shares Amount

Additional
Paid-In
Capital

Retained
Earnings

Accumulated
Other

Comprehensive
Income (Loss)

Noncontrolling
Interests Total

Balance, December 31, 2012 71,264,947 $ 178,162 $2,379,696 $1,624,237 $ (89,095) $ 129,483 $ 4,222,483

424,969 33,892Net income

Other comprehensive income

Dividends on common stock

Other

35,723

(244,800)

(8)

458,86 I

35,723

(244,800)

(8)
Net capital activities by
no controlling interests (17,385) (17,385)

Balance, December 31, 2013 71,264,947 178,162 2,379,696 1,804,398 (53,372) 145,990 4,454,874

421,219 26,101
5,039

Net income

Other comprehensive income

Dividends on common stock

Other

(256,900)

l

447,320

5,039

(256,900)

l
Net capital activities by
no controlling interests (20,482) (20,482)

-

Balance, December 3 l , 2014 71,264,947 178,162 2,379,696 1,968,718 (48,333) 151,609 4,629,852

450,274 I 8,933
21,236

Net income

Other comprehensive income

Dividends on common stock

Other

Net capital activities by
no controlling interests

Balance, December 31, 2015

(270,500)

1

469,207

21,236

(270,500)

1

71,264,947 s 178,162 $2,379,696 $2,148,493 s (27,097) $

(35,002)

135,540

(35,002)

$ 4,814,794

The accompanying notes are an integral part of the financial statements.

91
Schedule E-9

Page 95 of 193



Tabig.0f` Corxtejggg

CQMBINED NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. Summary of Significant Accounting Policies

Description of Business and Basis of Presentation

Pinnacle West is a holding company that conducts business through its subsidiaries, APS, El Dorado,
and BCE. APS, Our wholly-owned subsidiary, is a vertically-integrated electric utility that provides either
retail or wholesale electric service to substantially all of the state of Arizona, with the major exceptions of
about one-half of the Phoenix metropolitan area, the Tucson metropolitan area and Mohave County in
northwestern Arizona. APS accounts for essentially all of our revenues and earnings, and is expected to
continue to do so. El Dorado is an investment firm. BCE is a subsidiary that was formed in 2014 that focuses
on growth opportunities that leverage the Company's core expertise in the electric energy industry. BCE is
currently pursuing transmission opportunities through a joint venture arrangement.

Pinnacle West's Consolidated Financial Statements include the accounts of Pinnacle West and our
subsidiaries: APS, El Dorado and BCE. APS's consolidated financial statements include the accounts ofAPS
and certain VIEs relating to the Palo Verde sale leaseback. Intercompany accounts and transactions between
the consolidated companies have been eliminated.

We consolidate VIEs for which we are the primary beneficiary. We determine whether we are the
primary beneficiary of a VIE through a qualitative analysis that identifies which variable interest holder has the
controlling financial interest in the VIE. In performing our primary beneficiary analysis, we consider all
relevant facts and circumstances, including the design and activities of the VIE, the terns of the contracts the
VIE has entered into, and which parties participated significantly in the design or redesign of the entity. We

continually evaluate our primary beneficiary conclusions to determine if changes have occurred which would
impact our primary beneficiary assessments. We have determined that APS is the primary beneficiary of
certain VIE lessor trusts relating to the Palo Verde sale leaseback, and therefore APS consolidates these entities
(see Note 18).

Our consolidated financial statements reflect all adjustments (consisting only of normal recurring
adjustments, except as otherwise disclosed in the notes) that we believe are necessary for the fair presentation
of our financial position, results of operations and cash flows for the periods presented.

Accounting Records and Use of Estimates

Our accounting records are maintained in accordance with GAAP. The preparation of financial
statements in accordance with GAAP requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities, disclosure of contingent assets and liabilities at the date of the
financial statements and reported amounts of revenues and expenses during the reporting period. Actual results
could differ from those estimates.

Regulatory Accounting

APS is regulated by the ACC and FERC. The accompanying financial statements reflect the rate-
making policies of these commissions. As a result, we capitalize certain costs that would be included as
expense in the current period by unregulated companies. Regulatory assets represent incurred costs that have
been deferred because they are probable of future recovery in customer rates. Regulatory liabilities generally

present expected future costs that have already been collected from customers.
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COMBINED NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Management continually assesses whether our regulatory assets are probable of future recovery by
considering factors such as changes in the applicable regulatory environment and recent rate orders applicable
to APS or other regulated entities in the same jurisdiction. This determination reflects the current political and
regulatory climate in Arizona and is subject to change in the future. If future recovery of costs ceases to be
probable, the assets would be written off as a charge in current period earnings.

See Note 3 for additional information.

Electric Revenues

We derive electric revenues primarily from sales of electricity to our regulated Native Load customers.
Revenues related to the sale of electricity are generally recorded when service is rendered or electricity is
delivered to customers. The billing of electricity sales to individual Native Load customers is based on the
reading of their meters, which occurs on a systematic basis throughout the month. Unbilled revenues are
estimated by applying an average revenue/kWh by customer class to the number of estimated kWhs delivered
but not billed. Differences historically between the actual and estimated unbilled revenues are immaterial. We
exclude sales taxes and franchise fees on electric revenues from both revenue and taxes other than income
taxes.

Revenues from our Native Load customers and non-derivative instruments are reported on a gross
basis on Pinnacle West's Consolidated Statements of Income. In the electricity business, some contracts to
purchase energy are netted against other contracts to sell energy. This is called a "book-out" and usually
occurs for contracts that have the same terms (quantities and delivery points) and for which power does not
flow. We net these book-outs, which reduces both revenues and fuel and purchased power costs.

Some of our cost recovery mechanisms are alternative revenue programs. For alternative revenue
programs that meet specified accounting criteria, we recognize revenues when the specific events permitting
billing of the additional revenues have been completed. .

Allowance for Doubtful Accounts

The allowance for doubtful accounts represents our best estimate of existing accounts receivable that
will ultimately be uncollectible. The allowance is calculated by applying estimated write-off factors to various
classes of outstanding receivables, including accrued utility revenues. The write-off factors used to estimate
uncollectible accounts are based upon consideration of both historical collections experience and
management's best estimate of future collections success given the existing collections environment.

Property, Plant and Equipment

Utility plant is the term we use to describe the busiNess property and equipment that supports electric
service, consisting primarily of generation, transmission and distribution facilities. We report utility plant at its'
original cost, which includes:

material and labor,
contractor costs,
capitalized leases;
construction overhead costs (where applicable), and
allowance for funds used during construction.
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COMBINED NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Pinnacle West's property, plant and equipment included in the December 31, 2015- and 2014
consolidated balance sheets is composed of the following (dollars in thousands):

2015 2014

$ $

Property, Plant and Equipment:

Generation

Transmission

Distribution

General plant

Plant in service and held for future use

Accumulated depreciation and amortization

Net

Construction work in progress

Palo Verde sale leaseback, net of accumulated depreciation

Intangible assets, net of accumulated amortization

Nuclear fuel, net of accumulated amortization

Total property, plant and equipment s

7,336,902
2,494,744
5,543,561

847,025
16,222,232
(5,594,094)
10,628,138

816,307
117,385
123,975
123,139

11,808,944 $

7,158,729
2,247,309
5,339,322

797,703
15,543,063
(5,397,751)
10,145,312

682,807
121,255
119,755
125,201

11,194,330

Properly, plant and equipment balances and classes for APS are not materially different than Pinnacle
West.

We expense the costs of plant outages, major maintenance and routine maintenance as incurred. We
charge retired utility plant to accumulated depreciation. Liabilities associated with the retirement of tangible
long-lived assets are recognized at fair value as incurred and capitalized as part of the related tangible long-
ived assets. Accretion of the liability due to the passage of time is an operating expense, and the capitalized

cost is depreciated over the useful life of the long-lived asset. SeeNote l l .

APS records a regulatory liability for the difference between the amount that has been recovered in
regulated rates and the amount calculated in accordance with guidance on accounting for asset retirement
obligations. APS believes it can recover in regulated rates the costs calculated in accordance with this
accounting guidance.

We record depreciation on utility plant on a straight-line basis over the remaining useful life of the
related assets. The approximate remaining average useful lives of our utility property at December 3 l , 2015
were as follows:

Fossil plant - 19 years,
Nuclear plant - 28 years,
Other generation - 25 years,
Transmission -- 39 years,
Distribution - 33 years; and
Other - 7 years.

Pursuant to an ACC order, we deferred operating costs in 2013 and 2014 related to APS's acquisition of
additional interests in Units 4 and 5 and the related closure of Units 1-3 of Four Comers. See Note 3 for further
discussion These costs were deferred and are now being amortized on the depreciation line of the
Consolidated Statements of Income.
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COMBINED NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Depreciation of utility property, plant and equipment is computed on a straight-line, remaining-life
basis. Depreciation expense was. $430 million in 2015, $396 million in 2014, and $400 million in 2013. For
the years 2013 through 2015, the depreciation rates ranged from a low of 0.30% to a high of 12.37%. The
weighted-average depreciation rate was 2.74% in 2015, 2.77% in 2014, and 3.00% in 2013.

Allowance for Funds Used During Construction

AFUDC represents the approximate net composite interest cost of borrowed funds and an allowed
return on the equity funds used for construction of regulated utility plant. Both the debt and equity
components ofAFUDC are non-cash amounts within the Consolidated Statements of Income. Plant
construction costs, including AFUDC, are recovered in authorized rates through depreciation when completed
projects are placed into commercial operation.

AFUDC was calculated by using a composite rate of 8.02% for 2015, 8.47% for 2014, and 8.56% for
2013. APS compounds AFUDC semi-annually and ceases to accrue AFUDC when construction work is
completed and the property is placed in service.

Materials and Supplies

APS values materials, supplies and fossil fuel inventory using a weighted-average cost method. APS
materials, supplies and fossil fuel inventories are carried at the lower of weighted-average cost or market,
unless evidence indicates that the weighted-average cost (even if in excess of market) will be recovered.

'Fair Value Measurements

We account for derivative instruments, investments held in our nuclear decommissioning trust, certain
cash equivalents and plan assets held in our retirement and other benefit plans at fair value on a recurring basis.
Due to the short-term nature of net accounts receivable, accounts payable, and short-term borrowings, the
carrying values of these instruments approximate fair value. Fair value measurements may also be applied on
a nonrecurring basis to other assets and liabilities in certain circumstances such as impainnents. We also
disclose fair value information for our long-tenn debt, which is carried at amortized cost (see Note 6).

Fair value is the price that would be received for an asset or paid to transfer a liability (exit price) in the
principal or most advantageous market which we can access for the asset or liability in an orderly transaction
between willing market participants on the measurement date. Inputs to fair value may include observable and
unobservable data. We maximize the use of observable inputs and minimize the use of unobservable inputs
when measuring fair value.

We determine fair market value using observable inputs such as actively-quoted prices for identical
instruments when available. When actively quoted prices are not available for the identical instruments, we
'use other observable inputs, such as prices for similar instruments, other corroborative market information, or
prices provided by other external sources. For options, long-term contracts and other contracts for which
observable price data are not available, we use models and other valuation methods, which may incorporate
unobservable inputs to determine fair market value.

The use of models and other valuation methods to determine fair market value often requires subjective
and complex judgment. Actual results could differ from the results estimated through application of these
methods.
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COMBINED NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

See Note 13 for additional information about fair value measurements.

Derivative Accounting

We are exposed to the impact of market fluctuations in the commodity price and transportation costs of
electricity, natural gas, coal and in interest rates. We manage risks associated with market volatility by
utilizing various physical and financial instruments including futures, forwards, options and swaps. As part of
our overall risk management program, we may use derivative instruments to hedge purchases and sales of
electricity and fuels. The changes in market value of such contracts have a high correlation to price changes in
the hedged transactions. We also enter into derivative instruments for economic hedging purposes. Contracts
that have the same terms (quantities, delivery points and delivery periods) and for which power does not flow
are netted, which reduces both revenues and fuel and purchased power expenses in our Consolidated
Statements of Income, but does not impact our financial condition, net income or cash flows.

We account for our derivative contracts in accordance with derivatives and hedging guidance, which
requires all derivatives not qualifying for a scope exception to be measured at fair value on the balance sheet as
either assets or liabilities. Transactions with counterparties that have master netting arrangements are reported
net on the balance sheet. See Note 16 for additional information about our derivative instruments.

Loss Contingencies and Environmental Liabilities

Pinnacle West and APS are involved in certain legal and environmental matters that arise in the normal
course of business. Contingent losses and environmental liabilities are recorded when it is determined that it is
probable that a loss has occurred and the amount of the loss can be reasonably estimated. When a range of the
probable loss exists and no amount within the range is a better estimate than any other amount, Pinnacle West

and APS record a loss contingency at the minimum amount in the range. Unless otherwise required by GAAP,
legal fees are expensed as incurred.

Retirement Plans and Other Postretirement Benefits

Pinnacle West sponsors a qualified defined benefit and account balance pension plan for the employees
of Pinnacle West and its subsidiaries. We also sponsor an other postretirement benefit plan for the employees
of Pinnacle West and its subsidiaries that provides medical and life insurance benefits to retired employees.
Pension and other postretirement benefit expense are determined by actuarial valuations, based on assumptions
that are evaluated annually. See Note 7 for additional infonnation on pension and other postretirement
benefits.

Nuclear Fuel

APS amortizes nuclear fuel by using the unit-of-production method. The unit-of-production method is
based on actual physical usage. APS divides the cost of the fuel by'the estimated number of thermal units it
expects to produce with that fuel. APS then multiplies that rate by the number of thermal units produced
within the current period. This calculation determines the current period nuclear fuel expense.

APS also charges nuclear fuel expense for the interim storage and permanent disposal of spent nuclear
fuel. The DOE is responsible for the permanent disposal of spent nuclear fuel and charged APS $0.001 per
kph of nuclear generation through May 2014, at which point the DOE suspended the fee. In accordance with

settlement agreement with the DOE in August 2014, we will now accrue a receivable for incurred claims and

96
Schedule E-9

Page 100 of 193



Table of Contents

COMBINED NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

an offsetting regulatory liability through the settlement period ending December of 2016. See Note 10 for
information on spent nuclear fuel disposal costs.

Income Taxes

Income taxes are provided using the asset and liability approach prescribed by guidance relating to
accounting for income taxes. We file our federal income tax return on a consolidated basis, and we file our
state income tax returns on a consolidated or unitary basis. In accordance with our intercompany tax sharing
agreement, federal and state income taxes are allocated to each first-tier subsidiary as though each first-tier
subsidiary filed a separate income tax return. Any difference between that method and the consolidated (and
unitary) income tax liability is attributed to the parent company. The income tax accounts reflect the tax and
interest associated with management's estimate of the largest amount of tax benefit that is greater than 50%
likely of being realized upon settlement for all known and measurable tax exposures (see Note 4).

Cash and Cash Equivalents

We consider all highly liquid investments with a remaining maturity of three months or less at
acquisition to be cash equivalents.

The following table summarizes supplemental Pinnacle West cash flow information for each of the last
three years (dollars in thousands):

z01_5
Year ended December31,

2014 2013

$ 6,550
170,209

$ (102,154) $

177,074
18,537

184,010

Cash paid (received) during the period for:

Income taxes, net of refunds

Interest, net of amounts capitalized

Significant non-cash investing and financing activities:

Accrued capital expenditures

Dividends declared but not paid

Liabilities assumed relating to acquisition of SCE Four Corners' interest
(see Note 3)

s 83,798
69,363

$ 44,712
65,790

S 33,184
62,528

145,609

Intangible Assets

We have no goodwill recorded and have separately disclosed other intangible assets, primarily APS's
software, on Pinnacle West's Consolidated Balance Sheets. The intangible assets are amortized over their finite
useful lives. Amortization expense was $58 million in 2015, $53 million in 2014, and $53 million in 2013.
Estimated amortization expense on existing intangible assets over the next five years is $48 million in 2016,
$36 million in 2017, $18 million in 2018, $9 million in 2019, and $3 million in 2020. At December 31, 2015,
the weighted-average remaining amortization period for intangible assets was 5 years.

Investments

El Dorado accounts for its investments using either the equity method (if significant influence) or the
cost method (if less than 20% ownership and no significant influence).
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Our investments in the nuclear decommissioning trust fund are accounted for in accordance with
guidance on accounting for certain investments in debt and equity securities. See Note 13 and Note 19 for
more information on these investments.

Business Segments

Pinnacle West's reportable business segment is our regulated electricity segment, which consists of
traditional regulated retail and wholesale electricity businesses (primarily electricity service to Native Load
customers) and related activities and includes electricity generation, transmission and distribution. All other
segment activities are insignificant.

Preferred Stock

At December 31, 2015, Pinnacle West had 10 million shares of serial preferred stock authorized with
no par value, none of which was outstanding, and APS had 15,535,000 shares of various types of preferred
stock authorized with $25, $50 and $100 par values, none of which was outstanding.

2. New Accounting Standards

In May 2014, new revenue recognition guidance was issued. This guidance provides a single
comprehensive model for entities to use in accounting for revenue arising from contracts with customers and
supersedes most current revenue recognition guidance. The new revenue standard will be effective for us on
January 1, 2018. The guidance may be adopted using a full retrospective application or a simplified transition
method that allows entities to record a cumulative effect adjustment in retained earnings at the date of initial
application. We are currently evaluating this new guidance and the impacts it may have on our financial

statements.

In February 2015, new consolidation accounting guidance was issued that amends many aspects of the
guidance relating to the analysis and consolidation of variable interest entities. The new guidance is effective
for us, and will be adopted, during the first quarter of 2016; and may be adopted using either a full
retrospective or modified retrospective approach. We do not expect the adoption of this guidance to have a
material impact on our financial statements.

In January 2016, new guidance was issued relating to the recognition and measurement of financial
instruments. The amended guidance will require certain investments in equity securities to be measured at fair
value with changes in fair value recognized in net income, and modifies the impairment assessment of certain
equity securities. The new guidance is effective for us on January 1, 2018. Certain aspects of the guidance
may require a cumulative-effect adjustment and other aspects of the guidance are required to be adopted
prospectively. We are currently evaluating this new accounting standard and the impacts it mayhaveon our
financial statements.

During the fourth quarter of 2015 we elected to early adopt the following accounting standard updates:

Balance sheet presentation of deferred income taxes. See Note 4.

Balance sheet presentation of debt issuance costs: Adopted on a retrospective basis, the new guidance
requires debt issuance costs to be presented on the balance sheets as a direct reduction to the related
debt liabilities. Prior to the adoption of this guidance we were required to present debt issuance costs as
an asset on the balance sheets. As a result of adopting this guidance, our December 31, 2015
Consolidated Balance Sheet includes $28 million of debt issuance costs as a reduction to our long-term
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debt. Our December 31, 2014 Consolidated Balance Sheet presents $25 million of debt issuance costs
as a reduction to long-term debt, this amount was previously presented as a component of non-current
other deferred debits. The adoption of this guidance did not impact our results of operations or cash
flows. Debt issuance costs continue to be amortized as interest expense. See Note 6.

3. Regulatory Matters

Retail Rate Case Filings with the Arizona Corporation Commission

Upcoming Rate Case Filing

On January 29, 2016, APS filed a NOI informing the ACC that APS intends to submit a rate case
application in June 2016 using an adjusted test year ending December 31, 2015. The NOI provides an
overview of the key issues APS expects to address in its formal request such as rate design changes
(residential, commercial and industrial), a decoupling mechanism, permission to defer for potential future
recovery costs associated with the Company's Ocotillo Modernization Project, permission to defer for
potential future recovery costs associated with environmental standards compliance, inclusion of post-test year
plant and modifications to certain adjustor mechanisms, among other items. In its rate application, APS will
request that its proposed pricing changes take effect in July 2017. APS is still developing the exact amount of
the request.

Prior Rate Case Filing

On June 1, 2011, APS filed an application with the ACC for a net retail base rate increase of $95.5
million. APS requested that the increase become effective July l, 2012. The request would have increased the
average retail customer bill by approximately 6.6%. On January 6, 2012, APS and other parties to the general
retail rate case entered into the 2012 Settlement Agreement detailing the terms upon which the parties agreed
to settle the rate case. On May 15, 2012, the ACC approved the 2012 Settlement Agreement without material
modifications.

Settlement Agreement

The 2012 Settlement Agreement provides for a zero net change in base rates, consisting of: (1) a non-
fuel base rate increase of $116.3 million, (2) a fuel-related base rate decrease of $153.1 million (to be
implemented by a change in the Base Fuel Rate from $0.03757 to $0.03207 per kph); and (3) the transfer of
cost recovery for certain renewable energy projects from the RES surcharge to base rates in an estimated
amount of $36.8 million.

Other key provisions of the 2012 Settlement Agreement include the following:

• An authorized return on common equity of l0.0%, ,

A capital structure comprised of 46.1% debt and 53.9% common equity,

A test year ended December 31, 2010, adjusted to include plant that is in service as of
March 31, 2012;

Deferral for future recovery or refund of properly taxes above or below a specified 2010 test
year level caused by changes to the Arizona property tax rate as follows:

99
Schedule E-9

Page 103 of 193



E919 up Contents

COMBINED NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Deferral of increases in property taxes of 25% in 2012, 50% in 2013 and 75% for 2014
and subsequent years ifArizona property tax rates increase, and

Deferral of 100% in all years if Arizona property tax rates decrease,

A procedure to allow APS to request rate adjustments prior to its next general rate case related
to APS's acquisition of additional interests in Units 4 and 5 and the related closure of Units 1-3
of Four Comers (APS made its filing under this provision on December 30, 2013, see "Four
Comers" below),

Implementation of a "Lost Fixed Cost Recovery" rate mechanism to support energy efficiency
and distributed renewable generation,

Modifications to the Environmental Improvement Surcharge to allow for the recovery of
carrying costs for capital expenditures associated with government-mandated environmental
controls, subject to an existing cents per kph cap on cost recovery that could produce up to
approximately $5 million in revenues annually,

Modifications to the PSA, including the elimination of the 90/10 sharing provision;

A limitation on the use of the RES surcharge and the DSMAC to recoup capital expenditures
not required under the terms of the 2009 Settlement Agreement,

Allowing a negative credit that existed in the PSA rate to continue until February 2013, rather
than being reset on the anticipated July 1, 2012 rate effective date,

Modification of the TCA to streamline the process for future transmission-related rate changes,
and

Implementation of various changes to rate schedules, including the adoption of an experimental
"buy-through" rate that could allow certain large commercial and industrial customers to select
alterative sources of generation to be supplied by APS.

The 2012 Settlement Agreement was approved by the ACC on May 15, 2012, with new rates effective
on July 1, 2012. This accomplished a goal set by the parties to the 2009 Settlement Agreement to process
subsequent rate cases within twelve months of sufficiency findings from the ACC staff, which generally occurs
within 30 days after the filing of a rate case.

Cost Recovery Mechanisms

APS has received regulatory decisions that allow for more timely recovery of certain costs through the
following recovery mechanisms.

RenewableEnergyStandard. In 2006, the ACC approved the RES. Under the RES, electric utilities
that are regulated by the ACC must supply an increasing percentage of their retail electric energy sales from
eligible renewable resources, including solar, wind, biomass, biogas and geothermal technologies. In order to
achieve these requirements, the ACC allows APS to include a RES surcharge as part of customer bills to
recover the approved amounts for use on renewable energy projects. Each year APS is required to file a five-
year implementation plan with the ACC and seek approval for funding the upcoming year's RES budget.

In 2013, the ACC conducted a hearing to consider APS's proposal to establish compliance with
distributed energy requirements by tracking and recording distributed energy, rather than acquiring and retiring

renewable energy credits. On February 6, 2014, the ACC established a proceeding to modify the renewable

100
Schedule E-9

Page 104 of 193



Tabla oflContents

COMBINED NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

energy rules to establish a process for compliance with the renewable energy requirement that is not based
solely on the use of renewable energy credits. On September 9, 2014, the ACC authorized a Rulemaking
process to modify the RES mies. The proposed changes would permit the ACC to find that utilities have
complied with the distributed energy requirement in light of all available information. The ACC adopted these
changes on December 18, 2014. The revised mies went into effect on April 21, 2015.

In accordance with the ACC's decision on the 2014 RES plan, on April 15, 2014, APS filed an
application with the ACC requesting permission to build an additional 20 MW ofAPS-owned utility scale solar'
under the AZ Sun Program. In a subsequent filing, APS also offered an alternative proposal to replace the 20
MW of utility scale solar with 10 MW (approximately 1,500 customers) of APS-owned residential solar that
will not be under the AZ Sun Program. On December 19, 2014, the ACC voted that it had no objection to APS
implementing its residential rooftop solar program. The first stage of the residential rooftop solar program,
called the "Solar Partner Program", is to be 8 MW followed by a 2 MW second stage that will only be
deployed if coupled with distributed storage. The program will target specific distribution feeders in an eflflort
to maximize potential system benefits, as well as make systems available to limited-income customers who
cannot easily install solar through transactions with third parties. The ACC expressly reserved that any
determination of prudence of the residential rooftop solar program for rate making purposes shall not be made
until the project is fully in service and APS requests cost recovery in a future rate case.

On July 1, 2014, APS filed its 2015 RES implementation plan and proposed a RES budget of
approximately $154 million. On December 31, 2014, the ACC issued a decision approving the 2015 RES
implementation plan with minor modifications, including reducing the requested budget to approximately $152
million.

On July 1, 2015, APS filed its 2016 RES implementation plan and proposed a RES budget of

approximately $148 million. On January 12, 2016, the ACC approved APS's plan and requested budget.

DemandSide Management Myustor Charge. The ACC Electric Energy Efficiency Standards require
APS to submit a DSM Plan for review by and approval of the ACC.

On June 1, 2012, APS tiled its 2013 DSM Plan. In 2013, the standards required APS to achieve
cumulative energy savings equal to 5% of its 2012 retail energy sales. Later in 2012, APS filed a supplement
to its plan that included a proposed budget for 2013 of $87.6 million.

On March ll, 2014, the ACC issued an order approving APS's 2013 DSM Plan. The ACC approved a
budget of $68.9 million for each of 2013 and 2014. The ACC also approved a Resource Savings Initiative that
allows APS to count towards compliance with the ACC Electric Energy Efficiency Standards, savings from
improvements to APS's transmission and delivery system, generation and facilities that have been approved
through a DSM Plan.

On March 20, 2015, APS filed an application with the ACC requesting a budget of $68.9 million for
2015 and minor modifications to its DSM portfolio going forward, including for the first time three resource
savings projects which reflect energy savings on APS's system. The ACC approved APS's 2015 DSM budget
on November 25, 2015. In its decision, the ACC also approved that verified energy savings from APS's
resource savings projects could be counted toward compliance with the Electric Energy Efficiency Standard,
however, the ACC ruled that APS was not allowed to count savings from systems savings projects toward
determination of its achievement tier level for its performance incentive, nor may APS include savings from
observation voltage reduction in the calculation of its LFCR mechanism.
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On June 1, 2015, APS filed its 2016 DSM Plan requesting budget of $68.9 million and minor
modifications to its DSM portfolio to increase energy savings and cost effectiveness of the programs. The
DSM Plan also proposed a reduction in the DSMAC of approximately 12%.

Electric Energy Efficiency. On June 27, 2013, the ACCvoted to open anew docket investigating
whether the Electric Energy Efficiency Standards should be modified. The ACC held a series of three
workshops in March and April 2014 to investigate methodologies used to determine cost effective energy
efficiency programs, cost recovery mechanisms, incentives, and potential changes to the Electric Energy
Efficiency and Resource Planning Rules.

On November 4, 2014, the ACC staff issued a request for informal comment on a draft of possible
amendments to Arizona's Electric Energy Efficiency Standards. The draft proposed substantial changes to the
rules and energy efficiency standards. The ACC accepted written comments and took public comment
regarding the possible amendments on December 19, 2014. A formal Rulemaking has not been initiated and
there has been no additional action on the draft to date.

PSA Mechanism and Balance. The PSA provides for the adjustment of retail rates to reflect variations

in retail fuel and purchased power costs. The PSA is subject to specified parameters and procedures, including the
following:

APS records deferrals for recovery or refund to the extent actual retail fuel and purchased
power costs vary from the Base Fuel Rate,

An adjustment to the PSA rate is made annually each February 1 (unless otherwise approved by
the ACC) and goes into effect automatically unless suspended by the ACC,

The PSA uses a forward-looking estimate of fuel and purchased power costs to set the annual
PSA rate, which is reconciled to actual costs experienced for each PSA Year (February l
through January 31) (see the following bullet point);

The PSA rate includes (a) a "Forward Component," under which APS recovers or refunds
differences between expected fuel and purchased power costs for the upcoming calendar year
and those embedded in the Base Fuel Rate, (b) a "Historical Component," under which
differences between actual fuel and purchased power costs and those recovered through the
combination of the Base Fuel Rate and the Forward Component are recovered during the next
PSA Year, and (c) a "Transition Component," under which APS may seek mid-year PSA
changes due to large variances between actual fuel and purchased power costs and the
combination of the Base Fuel Rate and the Forward Component, and

The PSA rate may not be increased or decreased more than $0.004 per kph in a year without
permission of the.ACC.
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The following table shows the changes in the deferred fuel and purchased power regulatory asset
(liability) for 2015 and 2014 (dollars in thousands):

Beginning balance

Deferred fuel and purchased power costs - current period

Amounts charged to customers

Ending balance

$ $

$

Year Ended December 31,

2 0 1 5 2 0 1 4

6 , 9 2 6 2 0 , 7 5 5

( 1 4 , 9 9 7 ) 2 6 , 9 2 7

( 1 , 6 1 7 ) ( 4 0 , 7 5 6 )

( 9 , 6 8 8 )  s 6 , 9 2 6

The PSA rate for the PSA year beginning February 1, 2016 is $0.001678 per kph, as compared to
$0.000887 per kph for the prior year. This new rate is comprised of a forward component of $0.001975 per
kph and a historical component of $(0.000297) per kph. On October 15, 2015, APS notified the ACC that it
was initiating a PSA transition component of $(0.004936) per kph for the months of November 2015,
December 2015, and January 2016. The PSA transition component is a mid-year adjustment to the PSA rate
that may be established when conditions change sufficiently to cause high balances to accrue in the PSA
balancing account. The transition component expired on February 1,2016. Any uncollected (overcollected)
deferrals during the PSA year, after accounting for the transition component, will be included in the calculation
of the PSA rate for the PSA year beginning February 1, 2017.

Transmission Rates, TransmissionCostA¢#ustor and Other Transmission Matters. In July 2008,
FERC approved an Open Access TransmissionTariff for APS to move from fixed rates to a formula rate-
setting methodology in order to more accurately reflect and recover the costs that APS incurs in providing
transmission services. A large portion of the rate represents charges for transmission services to serve APS's
email customers ("RetaiI Transmission Charges"). In order to recover the Retail Transmission Charges, APS

was previously required to file an application with, and obtain approval from, the ACC to reflect changes in
Retail Transmission Charges through the TCA. Under the terns of the 2012 Settlement Agreement, however,
an adjustment to rates to recover the Retail Transmission Charges will be made annually each June l and will
go into effect automatically unless suspended by the ACC .

The formula rate is updated each year effective June 1 on the basis ofAPS's actual cost of service, as
disclosed in APS's FERC Form l report for the previous fiscal year. Items to be updated include actual capital
expenditures made as compared with previous projections, transmission revenue credits and other items. The
resolution of proposed adjustments can result in significant volatility in the revenues to be collected. APS
reviews the proposed formula rate tiling amounts with the ACC staff. Any items or adjustments which are not
agreed to by APS and the ACC staff can remain in dispute until settled or litigated at FERC. Settlement or
litigated resolution of disputed issues could require an extended period of time and could have a significant
effect on the Retail Transmission Charges because any adjustment, though applied prospectively, may be
calculated to account for previously over- or under-collected amounts.

Effective June l, 2014, APS's annual wholesale transmission rates for all users of its transmission
system increased by approximately $5.9 million for the twelve-month period beginning June 1, 2014 in
accordance with the FERC-approved formula. An adjustment to APS's retail rates to recover FERC-approved
transmission charges went into effect automatically on June l, 2014.

l l

Effective June 1, 2015, APS's annual wholesale transmission rates for all users of its transmission
system decreased by approximately $17.6 million for the twelve-month period beginning June 1, 2015 in
accordance with the FERC-approved formula. An adjustment to APS's retail rates to recover FERC-approved
transmission charges went into effect automatically on June l, 2015.

103
Schedule E-9

Page 107 of 193



Table of Contents

COMBINED NOTES TO c0nsoL1DATE1> FINANCIAL STATEMENTS

APS's formula rate protocols have been in effect since 2008. Recent FERC orders suggest that FERC is
examining the structure of formula rate protocols and may require companies such as APS to make changes to
their protocols in the future.

Lost Fixed Cost Recovery Mechanism. The LFCR mechanism permits APS to recover on an after-the-
fact basis a portion of its fixed costs that would otherwise have been collected by APS in the kph sales lost
due to APS energy efficiency programs and to distributed generation such as rooftop solar arrays. The fixed
costs recoverable by the LFCR mechanism were established in the 2012 Settlement Agreement and amount to
approximately 3.1 cents per residential kph lost and 2.3 cents per non-residential kph lost. The LFCR
adjustment has a year-over-year cap of 1% of retail revenues. Any amounts left unrecovered in a particular
year because of this cap can be carried over for recovery in a future year. The kWh's lost from energy
efficiency are based on a third-party evaluation ofAPS's energy efficiency programs. Distributed generation
sales losses are determined from the metered output from the distributed generation units.

APS tiles for a LFCR adjustment every January. APS filed its 2014 annual LFCR adjustment on
January 15, 2014, requesting a LFCR adjustMent of $25.3 million, effective March 1, 2014. The ACC
approved APS's LFCR adjustment without change on March 11, 2014, which became effective April 1, 2014.
APS filed its 2015 annual LFCR adjustment on January 15, 2015, requesting an LFCR adjustment of $38.5
million, which was approved on March 2, 2015, effective for the first billing cycle of March. APS filed its
2016 annual LFCR adjustment on January 15, 2016, requesting an LFCR adjustment of $46.4 million (a $7.9
million annual increase), to be effective for the first billing cycle of March 2016.

Net Metering

On July 12, 2013, APS filed an application with the ACC proposing a solution to address the cost shift
brought by the current net metering rules. On December 3, 2013, the ACC issued its order on APS's net
metering proposal. The ACC instituted a charge on customers who install rooftop solar panels after
December 31, 2013. The charge of $0.70 per kilowatt became effective on January 1, 2014, and is estimated to
collect $4.90 per month from a typical future rooftop solar customer to help pay for their use of the electric
grid. The fixed charge does not increase APS's revenue because it is credited to the LFCR.

In making its decision, the ACC determined that the current net metering program creates a cost shift,
causing non-solar utility customers to pay higher rates to cover the costs of maintaining the electric grid. The
ACC acknowledged that the $0.70 per kilowatt charge addresses only a portion of the cost shift.

On October 20, 2015, the ACC voted to conduct a generic evidentiary hearing on the value and cost
of distributed generation to gather information that will inform the ACC on net metering issues and cost of
service studies in upcoming utility rate cases. A hearing has been scheduled to commence in April 2016. APS
cannot predict the outcome of this proceeding.

In 2015, Arizona jurisdictional utilities UNS Electric, Inc. and Tucson Electric Power Company both
filed applications with the ACC requesting rate increases. These applications include rate design changes to
mitigate the cost shift caused by net metering. On December 9, 2015, APS filed testimony in the UNS
Electric, Inc. rate case in support of the UNS Electric, Inc. proposed rate design changes. APS has also
requested intervention in the upcoming Tucson Electric Power Company rate case. The outcomes of these
proceedings will not directly impact our financial position.

104
Schedule E-9

Page 108 of 193



f§4.Ql§Of CQnten';s

COMBINED NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Appellate Review of Third-Party Regulatory Decision ("System Improvement Benefits" or "SIB")

In a recent appellate challenge to an ACC rate decision involving a water company, the Arizona Court
oflAppeals considered the question of how the ACC should determine the "fair value" of a utility's property, as
specified in the Arizona Constitution, in connection with authorizing the recovery of costs through rate
adjustors outside of a rate case. The Court ofAppeals reversed the ACC's method of finding fair value in that
case, and raised questions concerning the relationship between the need for fair value findings and the recovery
of capital and certain other utility costs through adjustors. The ACC sought review by the Arizona Supreme
Court of this decision and APS filed a brief supporting the ACC's petition to the Arizona Supreme Court for
review of the Court oflAppeals' decision. On February 9, 2016, the Arizona Supreme Court granted review of
the decision and oral argument is set forMarch22,2016. If the decision is upheld by the Supreme Court
without modification, certain APS rate adjustors may require modification. This could in tum have an impact
on APS's ability to recover certain costs in between rate cases. APS cannot predict the outcome of this matter.

Four Corners

On December 30, 2013, APS purchased SCE's 48% ownership interest in each of Units 4 and 5 of Four
Corners. The 2012 Settlement Agreement includes a procedure to allow APS to request rate adjustments prior
to its next general rate case related to APS's acquisition of the additional interests in Units 4 and 5 and the
related closure of Units 1-3 of Four Corners. APS made its filing under this provision on December 30, 2013.
On December 23, 2014, the ACC approved rate adjustments resulting in a revenue increase of $57.1 million on
an annual basis. This includes the deferral for future recovery of all non-fuel operating costs for the acquired
SCE interest in Four Corners, net of the non-fuel operating costs savings resulting from the closure of Units
1-3 from the date of closing of the purchase through its inclusion in rates. The 2012 Settlement Agreement
lso provides for deferral for future recovery of all unrecovered costs incurred in connection with the closure

of Units 1-3. The deferral balance related to the acquisition of SCE's interest in Units 4 and 5 and the closure
of Units 1-3 was $70 million as of December 3 l, 2015 and is being amortized in rates over a total of 10 years.
On February 23, 2015, the Arizona School Boards Association and the Association of Business Officials filed a
notice of appeal in Division 1 of the Arizona Court of Appeals of the ACC decision approving the rate
adjustments. APS has intervened and is actively participating in the proceeding. The Arizona Court of
Appeals has suspended the appeal pending the Arizona Supreme Court's decision in the SIB matter discussed
above, which could have an effect on the outcome of this Four Corners proceeding. We cannot predict when or
how this matter will be resolved.

As part ofAPS's acquisition of SCE's interest in Units 4 and 5, APS and SCE agreed, via a
"Transmission Termination Agreement" that, upon closing of the acquisition, the companies would terminate
an existing transmission agreement ("Transmission Agreement") between the parties that provides transmission
capacity on a system (the "Arizona Transmission System") for SCE to transmit its portion of the output from
Four Corners to California. APS previously submitted a request to FERC related to this termination, which
resulted in a FERC order denying rate recovery of $40 million that APS agreed to pay SCE associated with the
termination. APS and SCE negotiated an alternate arrangement under which SCE would assign its 1,555 MW
capacity rights over the Arizona Transmission System to third-parties, including 300 MW to APS's marketing
and trading group. However, this alternative arrangement was not approved by FERC. On December 22,
2015, APS and SCE agreed to terminate the Transmission Termination Agreement and allow for the
Transmission Agreement to expire according to its terms, which includes settling obligations in accordance
with the terms of the Transmission Agreement. APS has established a regulatory asset of $12 million at
December 31, 20 l5 in connection with the expiration of the Transmission Agreement, which it expects to

cover through its FERC-jurisdictional rates.
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Cholla
On September ll, 2014, APS announced that it would close Cholla Unit 2 and cease burning coal at the

other APS-owned units (Units 1 and 3) at the plant by the mid-2020s, if EPA approves a compromise proposal
offered by APS to meet required environmental and emissions standards and rules. On April 14, 2015, the
ACC approved APS's plan to retire Unit 2, without expressing any view on the future recoverability ofAPS's
remaining investment in the Unit. APS closed Unit 2 on October 1, 2015. Previously, APS estimated Cholla
Unit 2's end of life to be 2033. APS is currently recovering a return on and of the net book value of the unit in
base rates and plans to seek recovery of the unit's decommissioning and other retirement-related costs over the
remaining life of the plant in its next retail rate case. APS believes it will be allowed recovery of the remaining
net book value of Unit 2 ($l22 million as of December 31, 2015), in addition to a return on its investment. In
accordance with GA A R in the third quarter of 2014, Unit 2's remaining net book value was reclassified from
property, plant and equipment to a regulatory asset. If the ACC does not allow full recovery of the remaining
net book value of Cholla Unit 2, all or a portion of the regulatory asset will be written off and APS's net
income, cash flows, and financial position will be negatively impacted.

Regulatory Assets and Liabilities

The detail of regulatory assets is as follows (dollars in thousands):

Amortization
Through December 31, 2015

Current Non-Current

. . . (at s $ -- 59,253
2033 127,518

2045 133,712

9,913
5,495

December31, 2014

Current Non-Current

$ $ 485,037

9,913 136,182

4,813 l l 8,396

2018

2024

71,852
6,689

69,697
63,582

51,209
6,689

46,233

70,565

1,766

45,507

48,462 1,716
37,612

46,200

1,515
1,520
4,543

332

18,143
34,751
50,453
16,375
12,163

Pension

Retired power plant costs

Income taxes - AFUDC equity

Deferred fuel and purchased power _ -mark-
to-market (Note 16)

Four Corners cost deferral

Income taxes - investment tax credit basis
adjustment

Lost fixed costrecovery

Palo Verde VIEs (Note 18)

Deferred compensation

Deferred property taxes

Loss on reacquired debt

Tax expense of Medicare subsidy

Transmission vegetation management

Mead-Phoenix transmission 1ine CIAC

Deferred fuel and purchased power (b) (c)

Coal reclamation

2045

2016

2046

2036

(<1>
2034

2024

2016

2050

2015

2026

11,040

34,440
34,162
30,283
16,410
13,756
4,543

11,372

418 6,085

1,435
1,528
9,086

332
6,926

418 6,503
Pension and other postretirement benefits
deferral

Other

Total regulatory assets (e)

2015

Various

$

5 2,942

149,555 $ 1,214,146 $

4,238
819 5

136,734 s 1,054,087

(a)

(b)

This asset represents the future recovery of pension benefit obligations through retail rates. If these
costs are disallowed by the ACC, this regulatory asset would be charged to OCI and result in lower
future revenues. See Note 7 for further discussion.
See "Cost Recovery Mechanisms" discussion above.
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(c)
(d)
(8)

Subject to a carrying charge.
Per the provision of the 2012 Settlement Agreement.
There are no regulatory assets for which the ACC has allowed recovery of costs, but not allowed a
return by exclusion from rate base. FERC rates are set using a formula rate as described in
"Transmission Rates, Transmission Cost Adjustor and Other Transmission Matters."

The detail of regulatory liabilities is as follows (dollars in thousands):

Amortization
Through December 31, 2015

Current Non-Current

_-... $ 2 7 7 , 5 5 4 s

3 9 , 7 4 6 2 4 0 , 3 6 7

3 4 , 1 0 0 1 7 9 , 5 2 1

3 , 6 0 4 97,  175

1 ,113 7 2 , 4 5 4

3 , 0 5 1 6 7 , 4 3 7

4 3 , 7 7 3 4 , 3 6 5

6 , 0 7 9 19, 115

1 3 , 6 7 8

December31, 2014

Current Non-Current

$ 2 9 5 , 5 4 6

2 7 2 , 8 2 5

32 , 3  I 7 1 9 8 , 5 9 9

3 , 5 0 5 9 2 , 7 2 7

3 7 1 7 2 , 4 2 3

4 , 3 9 6 6 5 , 5 9 4

2 4 , 5 9 6 2 2 , 6 7 7

3 1 , 3 3 5

31,033

12,069

Asset retirement obligations

Removal costs

Other postretirement benefits

I n c o m e  t a x e s  -  d e f e r r e d  i n v e s t m e n t  t a x  c r e d i t

I nc om e t ax es  -  c hange  in  ra t es

S p e n t  n u c l e a r  f u e l

R e n e w a b l e  e n e r g y  s t a n d a r d  ( b )

D e m a n d  s i d e  m a n a g e m e n t  ( b )

S u n d a n c e  m a i n t e n a n c e

Deferred fuel and purchased power (b) (c)

Deferred gains on utility property

Four Corners coal reclamation

Other

Total regulatory liabilities

2 0 5 7 $

(a)

(d)
2 0 4 5

2 0 4 5

2 0 4 7

2 0 1 7

2 0 1 7

2 0 3 0

2 0 1 6

2 0 1 9

2 0 3 1

Vacuous

s . 1

9,688
2,062

2,550
145,766 $

6,001
8,920
7,565

994,152 $

2,062 8,001
- 1,200

934 9,535
130,549 $ 1,051,196

(a) In accordance with regulatory accounting guidance, APS accrues for removal costs for its
regulated assets, even if there is no legal obligation for removal (see Note ll).
See "Cost Recovery Mechanisms" discussion above.
Subject to a conying charge.
See Note 7.

(b)
(c)
<d)

4. Income Taxes

Certain assets and liabilities are reported differently for income tax purposes than they are for financial
statement purposes. The tax effect of these differences is recorded as deferred taxes. We calculate deferred
taxes using currently enacted income tax rates.

APS has recorded regulatory assets and regulatory liabilities related to income taxes on its Balance
Sheets in accordance with accounting guidance for regulated operations. The regulatory assets are for certain
temporary differences, primarily the allowance for equity funds used during construction, investment tax credit
basis adjustment and tax expense of Medicare subsidy. The regulatory liabilities primarily relate to deferred
taxes resulting from investment tax credits ("ITC") and the change in income tax rates.

In accordance with regulatory requirements, APS ITs are deferred and are amortized over the life of
the related property with such amortization applied as a credit to reduce current income taxexpense in the
statement of income.
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Net income associated with the Palo Verde sale leaseback VIEs is notsubject to tax (see Note 18). As
a result, there is no income tax expense associated with the VIEs recorded on the Pinnacle West Consolidated
and APS Consolidated Statements of Income.

The following is a tabular reconciliation of the total amounts of unrecognized tax benefits, excluding
interest and penalties, at the beginning and end of the year that are included in accrued taxes and unrecognized
tax benefits (dollars in thousands):

PinnacleWest Consolidated

2015 2014 2013

$ 44,775 S 41,997 $  1 3 3 , 4 2 2 $

2,175 4,309 3,516
_ 751 13,158

2015

44,775

2,175

APS Consolidated

2014 2013

$ 41,997 s 133,241

4,309 3,516

751 13,158

Total unrecognized tax benefits, January 1

Additions for tax positions of the current year

Additions for tax positions of prior years

Reductions for tax positions of prior years for:

Changes in judgment

Settlements with taxing authorities

Lapses of applicable statute of limitations

Total unrecognized tax benefits, December 31

(10,244) (2,282) (108,099) (10,244) (2,282) (107,918)

(2,259) (2,259)

$ 34,447 $ 44,775 $ 41,997 $  34,447 $ 44,775 $ 41,997

During the year ended December 31, 2013, Internal Revenue Service ("IRS") guidance was released
which provided clarification regarding an APS tax accounting method change approved by the IRS in the third
quarter of 2009. As a result of this guidance, uncertain tax positions decreased $67 million. Additionally, the
IRS finalized the examination of tax returns for the years ended December 3 l, 2008 and 2009, which further
reduced uncertain tax positions by approximately $41 million. These reductions in uncertain tax positions,

materially offset by an increase in deferred tax liabilities, resulted in a cash refund that was received in the first
quarter of20l4.

Included in the balances of unrecognized tax benefits are the following tax positions that, if recognized,
would decrease our effective tax rate (dollars in thousands):

Pinnacle West Consolidated

2015 2014 2013

Tax positions, that if recognized, would
decrease our effective tax rate

2015

APS Consolidated

2014 2013

$ 9,523 s 11,207 $ 9,827 $ 9,523 s 11,207 $ 9,827

As of the balance sheet date, the tax year ended December 31, 2012 and all subsequent tax years
remain subject to examination by the IRS. With a few exceptions, we are no longer subject to state income tax
examinations by tax authorities for years before 201 l.

We reflect interest and penalties, if any, on unrecognized tax benefits in the Pinnacle West
Consolidated and APS Consolidated Statements of Income as income tax expense. The amount of interest
expense or benefit recognized related to unrecognized tax benefits are as follows (dollars in thousands):

Pinnacle West Consolidated

2015 2014 2013 2015

APS Consolidated

2014 2013
Unrecognized tax benefit interest expense/
(benefit) recognized $ (161) $ 752 $ (3,716) $ (161) $ 752 $ ( 3 ,716 )
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Following are the total amount of accrued liabilities for interest recognized related to unrecognized
benefits that could reverse and decrease our effective tax rate to the extent matters are settled favorably (dollars
in thousands):

Unrecognized tax benefit interest accrued

Pinnacle West Consolidated APS Consolidated

2015 2014 2013 2015 2014 2013

s 804 $ 965 s 213 $ 804 $ 965 $ 213

Additionally, as of December 31, 2015, we have recognized less than $1 million of interest expense to
be paid on the underpayment of income taxes for certain adjustments that we have filed, or will file, with the
IRS.

The components of income tax expenseare as follows (dollars in thousands):

Pinnacle West Consolidated

Year Ended December 31,

2015 2014 2013

APS Consolidated

Year Ended December 31,

2015 2014 2013
Current:

Federal

State

Total current

Deferred:

Federal

State
' Total deferred

Income tax expense

$ (12,335) $ 25,054 $ (81,784) $
4,763 10,382 10,537

(7,572) 35,436 (71,247)

6,485 s 40,115 $ (97,531)

7,813 15,598 11,983

14,298 55,713 (85,548)

221,505
23,787

245,292
$ 257,720

167,365
17,904

185,269
S 220,705

279,973
21,865

301,838
s 530,591

208,326
23,217

231 ,543
$ 245,841

165,027
16,620

1§1,64i
$ 8 m w

305,389
25,254

330,643
$ 245,095

On the APS Consolidated Statements of Income, federal and state income taxes are allocated between
operating income and other income.
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The following chart compares pretax income at the 35% federal income tax rate to income tax expense
(dollars in thousands):

18,265 18,149 21,387 20,433 21,148 23,970

(2,169)

837 830

(3,356)

823

(1,892)

837 830

(3,231)

823

Pinnacle West Consolidated APS Consolidated

Year Ended December 31, Year Ended December 31,

2015 2014 2013 2015 2014 2013

Federal income tax expense at 35% statutory rate s 242,869 s 225,540 $ 234,695 s 250,267 $ 239,638 $ 246,384

Increases (reductions) in tax expense resulting
f rom:

State income tax net of federal income tax
benefit

Credits and favorable adjustments related to
prior years resolved in current year

Medicare Subsidy Part-D

Allowance for equity funds used during
construction (see Note 1)

Palo Verde VIE no controlling interest (see
Note 18)

InvestMent tax credit amortization

Other

Income tax expense

(9,711) (8,523) (6,997) (9,711) (8,523) (6,997)

(6,626)

(5,527)

(218)

s 237,720

(9,135)

(4,928)

(1,228)

$ 220705

(1 l,862)

(3,548)

(551)

$ 230,591

(6,626)
(5,527)
(1 ,940)

$ 245,841

(9,135)
(4,928)
(1,670)

_$ 237,360

(1 l,862)

(3,548)

(444)

$ 245,095

During the fourth quarter of 20 I5, we prospectively adopted guidance requiring deferred income tax
sets and liabilities to be presented as non-current on the balance sheet and eliminating the requirement to

present a current portion. As a result of this guidance all deferred income tax assets and liabilities are
presented as net non-current deferred income tax liabilities on the Consolidated Balance Sheet as of December
3 l, 2015. Prior periods have not been restated.

The following table shows the net deferred income tax liability recognized on the Consolidated
Balance Sheets (dollars in thousands):

Current asset

Long-term l iabil i ty

Deferred income taxes net

Pinnacle West Consolidated APS Consolidated

December 31, December 31,
2015 2014 2015 2014

s' - ;  s 122,232 s __ $ .55,253
(2,723,425) (2,582,636) (2,764,489) (2,571,365)

s (2,723,425) s (2,460,404) s ,(2,764,489) s (2,5I6,112)

regulated companies, the benefit of this rate reduction is substantially offset by a regulatory liability.
December 31, 2015, APS has recorded a regulatory liability Of $75 million, with a corresponding decrease in
accumulated deferred income tax liabilities, to reflect the impact of this change in tax law.

On February 17, 2011, Arizona enacted legislation (H.B. 2001) that included a four-year phase-in of
corporate income tax rate reductions beginning in 2014. As a result of these tax rate reductions, Pinnacle West
has revised the tax rate applicable to reversing temporary items in Arizona. In accordance with accounting for

As of

On April 4, 2013, New Mexico enacted legislation (H.B. 641) that included a five-year phase-in of
corporate income tax rate reductions beginning in 2014. As a result of these tax rate reductions, Pinnacle West
as revised the tax rate applicable to reversing temporary items in New Mexico. In accordance with accounting
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for regulated companies, the benefit of this rate reduction is substantially offset by a regulatory liability. As of
December 31, 2015, APS has recorded a regulatory liability of $2 million, with a corresponding decrease in
accumulated deferred income tax liabilities, to reflect the impact of this change in tax law.

The components of the net deferred income tax liability were as follows (dollars in thousands):

Pinnacle West Consolidated

December 31,

2015 2014

APS Consolidated

December 31,

2015 2014

$ 70,498 $ 57,505 s 70,498 s 57,505

216,765
100,779
83,034
60,707

181,787
60,956

229,772
96,232
90,496
60,409

194,541
65,169

216,765
100,779
83,034
60,707

191,028
60,956
59,557

149,033
992,357

229,772
96,232
90,496
60,409

205,227
65,169
68,347

138,729
1,011,886

176,016

950,542

161,379
955,503

(3,116,752)
(10,626)
(71,737)

(2,958,369)

(12,171)

(59,170)

(3,116,752)

(10,626)

(70,986)

(2,958,369)

(12,171)

(58,495)

DEFERRED TAX ASSETS

Risk management activities

Regulatory liabilities:

Asset retirement obligation and removal costs

Unamortized investment tax credits

Other postretirement benefits

Other

Pension liabilities

Renewable energy incentives

Credit and loss carryforwards

Other

Total deferred tax assets

DEFERRED TAX LIABILITIES

Plant-related

Risk management activities

Other postretirement assets

Regulatory assets:

Allowance for equity funds used during construction

Deferred fuel and purchased power

Deferred fuel and purchased power --- mark-to-market

Pension benefits

Retired power plant costs (see Note 3)

Other

Other

Total deferred tax liabilities

Deferred income taxes - net

(54,110) (54,110)

(55,020)
(240,692)
(53,420)

(108,441)
(4,984)

(3,715,782)
$ (2,723,425)

(48,286)

(2,498)

(38,187)

(191,747)

(57,255)

(99,123)

(5,484)

(3,472,290>

$ (2,460,404)

(55,020)

(240,692)

(53,420)

(108,441)

(4,984)

(3,715,031)

$ (2,764,489)

(48,286)

(2,498)

(38,187)

(191,747)

(57,255)

(99,123)

(5,484)

(3,471,615)

$ (2,516,112)

As of December 31, 2015, the deferred tax assets for credit and loss carryforwards relate primarily to
federal general business credits of approximately $82 million, which first begin to expire in 2031, and other
federal and state loss carryforwards of $3 million, which first begin to expire in 2019. The credit and loss
carryforwards amount above has been reduced by $26 million of unrecognized tax benefits.
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5. Lines of Credit and Short-Term Borrowings

Pinnacle West and APS maintain committed revolving credit facilities in order to enhance liquidity and
provide credit support for their commercial paper programs, to refinance indebtedness, and for other general
corporate purposes.

The table below presents the consolidated credit facilities and the amounts available and outstanding as
of December 3 l, 2015 and 2014 (dollars in thousands):

Commitments under Credit Facility

Outstanding Commercial Paper Borrowings

Amount of Credit Facility Available

December 31, 2015

Pinnacle
West APS Total

$ 200,000 $1,000,000 $1,200,000

$ 200,000 $1,000,000 $1,200,000

December 31, 2014

Pinnacle
West APS Total

$ 200,000 $1,000,000 $ 1,200,000

(147,400) (147,400)

$ 200,000 $ 852,600 s 1,052,600

Weighted-Average Commitment Fees 0.125% 0.100% 0.175% 0.125%

Pinnacle West

At December 31, 2015, Pinnacle West had a $200 million revolving credit facility that matures in
May 2019. Pinnacle West has the option to increase the amount of the facility up to a maximum of $300
million upon the satisfaction of certain conditions and with the consent of the lenders. At December 3 l, 2015,
pinnacle West had no outstanding borrowings under its credit facility, no letters of credit outstanding and no

commercial paper borrowings.

APS

On September 2, 2015, APS replaced its $500 million revolving credit facility that would have matured
in April 2018, with a new $500 million facility that matures in September 2020.

At December 31, 2015, APS had two credit facilities totaling $1 billion, including the $500 million
credit facility that matures in September 2020 and a $500 million credit facility that matures in May2019. APS
may increase the amount of each facility up to a maximum of $700 million each, for a total of $1 .4 billion,
upon the satisfaction of certain conditions and with the consent of the lenders. Interest rates are based on APS's
senior unsecured debt credit ratings. These facilities are available to support APS's $250 million commercial
paper program, for bank borrowings or for issuances of letters of credit. At December 31,2015, APS had no
outstanding borrowings or letters of credit under its revolving credit facilities. See "Financial Assurances" in
Note 10 for a discussion of APS's other outstanding letters of credit.

Debt Provisions

On February 6, 2013, the ACC issued a financing order in which, subject to specified parameters and
procedures, it approved APS's short-term debt authorization equal to a sum of 7% ofAPS's capitalization, and
$500 million (which is required to be used for costs relating to purchases of natural gas and power). This
financing order is set to expire on December 31, 2017. See Note 6 for additional long-term debt provisions.
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6. Long-Term Debt and Liquidity Matters

All of Pinnacle West's and APS's debt is unsecured. The following table presents the components of
long-term debt on the Consolidated Balance Sheets outstanding at December 31, 2015 and 2014 (dollars in
thousands):

Maturity

Dates (a)

Interest

Rates

D e c e m b e r 3 1 ,

2 0 1 5 2014
APS

2029-2038

2024-2034

(b)
1.75%-5.75%

s 92,405 $
211,150
303,555

3,375,000

156,405
249,300
405,705

2,875,000
13,420

2016-2045

2015

2018

2.20%-8.75%
8.00%

(<=)

(d)

Pollution control bonds:

Variable

Fixed

Total pollution control bonds

Senior unsecured notes

Palo Verde sale leaseback lessor notes

Term loan

Unamortized discount

Unamortized premium

Unamortized debt issuance cost

Total APS long-term debt

Less current maturities

Total APS long-term debt less current maturities

Pinnacle West

Term loan

(e)

50,000
(10,374)

4,686
(27,896)

3,694,971
357,580

3,337,391

(9,206)
4,866

(24,642)
3,265,143

383,570
2,881,573

2017 (f>
TOTAL LONG-TERM DEBT LESS CURRENT
MATURITIES

125,000 125,000

S 3,462,391 $ 3,006,573

(a)
(b)

(C)
(d)

Ce)

(f>

This schedule does not reflect the timing of redemptions that may occur prior to maturities.
The weighted-average rate for the variable rate pollution control bonds was 0.01%-0.24% at
December 3 l, 2015 and 0.03%-0.27% at December 3 l, 2014.
The weighted-average interest rate was 1.024% at December 3 l, 2015.
In the fourth quarter of 2015, we adopted a new accounting standard related to balance sheet
presentation of debt issuance costs. See Note 2 for additional details.
Current maturities include $108 million of pollution control bonds expected to be remarkeded
in 2016 and $250 million in senior unsecured notes that mature in 2016.
The weighted-average interest rate was 1.174% at December 31, 2015 and 1.019% at
December 31, 2014.
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The following table shows principal payments due on Pinnacle West's and APS's total long-term debt
(dollars in thousands):

Year

20 I6

2017

2018

2019

2020

Thereafter

Total

Consolidated
Pinnacle West

$ 357,580

125,000

82,000

500,000

250,000

2,538,975

$ 3,853,555

$

Consolidated
APS

357,580

82,000

500,000

250,000
2,538,975

s 3,728,555

Debt Fair Value

Our long-term debt fair value estimates are based on quoted market prices for the same or similar
issues, and are classified within Level 2 of the fair value hierarchy. Certain of our debt instruments contain
third-party credit enhancements and, in accordance with GAAP, we do not consider the effect of these credit
enhancements when determining fair value. The following table represents the estimated fair value of our
long-term debt, including current maturities (dollars in thousands):

As of
December 31, 2015

As of
December 31, 2014

Carrying
Amount

Pinnacle West

APS

Total

$

s

Carrying
Amount

s - 158,000
3,694,971
3,819,85 l

Fair Value

3? 135,000
3,981,367

$ 4,106,367 s

155,006
3,265,143
3,390,143

Fair Value

$ 125,000
3,714,108

$ .§,839j03)

Credit Facilities and Debt Issuances

APS

On January 12, 2015, APS issued $250 million of2.20% unsecured senior notes that mature on January
15, 2020. The net proceeds from the sale were used to repay commercial paper borrowings and replenish cash
temporarily used to fund capital expenditures.

On May 19, 2015, APS issued $300 million of3.15% unsecured senior notes that mature on May 15,
2025. The net proceeds from the sale were used to repay short-term indebtedness consisting of commercial
paper borrowings and drawings under our revolving credit facilities, incurred in connection with the payment
at maturity of our $300 million aggregate principal amount of4.65% notes due May 15, 2015.

On May 28, 2015, APS purchased all $32 million of Maricopa County, Arizona Pollution Control
Corporation Pollution Control Revenue Refunding Bonds, 2009 Series B, due 2029 in connection with the
mandatory tender provisions for this indebtedness. These bonds were classified as current maturities of long-
term debt on our Consolidated Balance Sheets at December 3 l, 2014.

On June 26, 2015, APS entered into a $50 million term loan facility that matures Jame 26, 2018.
interest rates are based on APS's senior unsecured debt credit ratings. APS used the proceeds to repay and

refinance existing short-term indebtedness.
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On November 6, 2015, APS issued $250 million of 4.35% unsecured senior notes that mature on
November 15, 2045. The net proceeds from the sale were used to refinance via redemption and cancellation at
par our indebtedness related to the principal amounts of the Navajo County, Arizona Pollution Control
Corporation Pollution Control Revenue Refunding Bonds (Arizona Public Service Company Cholla Project),
2009 Series A and 2009 Series C both due June 1, 2034, and repay commercial paper borrowings and replenish
cash temporarily used to fund capital expenditures.

On November 17, 2015, APS redeemed at par and canceled all $38 million of the Navajo County,
Arizona Pollution Control Corporation Revenue Refunding Bonds (Arizona Public Service Company Cholla
Project), 2009 Series A. These bonds were classified as current maturities of long-term debt on our
Consolidated Balance Sheets at December 31, 2014.

On November 17, 2015, APS canceled all $32 million of the Navajo County, Arizona Pollution Control
Corporation Revenue Refunding Bonds (Arizona Public Service Company Cholla Project), 2009 Series B,
purchased in connection with the mandatory tender provision on May 30, 2014.

On December 8, 2015, APS redeemed at par and canceled all $32 million of the Navajo County,
Arizona Pollution Control Corporation Revenue Refunding Bonds (Arizona Public Service Company Cholla
Project), 2009 Series C.

See "Lines of Credit and Short-Term Borrowings" in Note 5 and "Financial Assurances" 1 Note 10 for
discussion ofAPS's separate outstanding letters of credit.

et Provisions

Pinnacle West's and APS's debt covenants related to their respective bank financing arrangements
include maximum debt to capitalization ratios. Pinnacle West and APS comply with this covenant. For both
Pinnacle West and APS, this covenant requires that the ratio of consolidated debt to total consolidated
capitalization not exceed 65%. At December 3 l, 2015, the ratio was approximately 47% for Pinnacle West and
46% for APS. Failure to comply with such covenant levels would result in an event of default which, generally
speaking, would require the immediate repayment of the debt subject to the covenants and could cross-default
other debt. See further discussion of "cross-default" provisions below.

Neither Pinnacle West's nor APS's financing agreements contain "rating triggers" that would result in
an acceleration of the required interest and principal payments in the event of a rating downgrade. However,
our bank credit agreements contain a pricing grid in which the interest rates we pay for borrowings thereunder
are determined by our current credit ratings.

All of Pinnacle West's loan agreements contain "cross-default" provisions that would result in defaults
and the potential acceleration of payment under these loan agreements if Pinnacle West or APS were to default
under certain other material agreements. All ofAPS's bank agreements contain "cross-default" provisions that
would result in defaults and the potential acceleration of payment under these bank agreements ifAPS were to
default under certain other material agreements. Pinnacle West and APS do not have a material adverse change
restriction for credit facility borrowings.

An existing ACC order requires APS to maintain a common equity ratio of at least 40%. As defined in
the ACC order, the common equity ratio is total shareholder equity divided by the sum of total shareholder
equity and long-term debt, including current maturities of long-term debt. At December 3 l, 2015, APS was in
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compliance with this common equity ratio requirement. Its total shareholder equity was approximately $4.7
billion, and total capitalization was approximately $8.6 billion. APS would be prohibited from paying
dividends if the payment would reduce its total shareholder equity below approximately $3.4 billion, assuming
APS's total capitalization remains the same. Since APS was in compliance with this common equity ratio
requirement, this restriction does not materially affect Pinnacle West's ability to meet its ongoing capital
requirements.

Although provisions in APS's articles of incorporation and ACC financing orders establish maximum
amounts of preferred stock and debt that APS may issue, APS does not expect any of these provisions to limit
its ability to meet its Capital requirements. On February 6, 2013, the ACC issued a financing order in which,
subject to specified parameters and procedures, it approved an increase in APS's long-term debt authorization
from $4.2 billion to $5.1 billion in light of the projected growth ofAPS and its customer base and the resulting
projected financing needs, andauthorized APS to enter into derivative financial instruments for the purpose of
managing interest rate risk associated with its long- and short-term debt. This financing order is set to expire
on December 3 l, 2017. See Note 5 for additional short-term debt provisions.

7. Retirement Plans and Other Postretirement Benefits

Pinnacle West sponsors a qualified defined benefit and account balance pension plan (The Pinnacle
West Capital Corporation Retirement Plan) and a non-qualified supplemental excess benefit retirement plan for
the employees of Pinnacle West and its subsidiaries. All new employees participate in the account balance
plan. Defined benefit plans specify the amount of benefits a plan participant is to receive using information
about the participant. The pension plan covers nearly all employees. The supplemental excess benefit
retirement plan covers officers of the Company and highly compensated employees designated for
anticipation by the Board of Directors. Our employees do not contribute to the plans. We calculate the

benefits based on age, years of service and pay.

Pinnacle West also sponsors an other postretirement benefit plan (Pinnacle West Capital Corporation
Group Life and Medical Plan) for the employees of Pinnacle West and its subsidiaries. This plan provides
medical and life insurance benefits to retired employees. Employees must retire to become eligible for these
retirement benefits, which are based on years of service and age. For the medical insurance plan, retirees make
contributions to cover a portion of the plan costs. For the life insurance plan, retirees do not make
contributions. We retain the right to change or eliminate these benefits.

On September 30, 2014, Pinnacle West announced plan design changes to the other postretirement
benefit plan, which required an interim remeasuresment of the benefit obligation for the plan. Effective January
1, 2015, those eligible retirees and dependents over age 65 and on Medicare can choose to be enrolled in a
Health Reimbursement Arrangement (HRA). The Company will provide a subsidy allowing post-65 retirees to
purchase a Medicare supplement plan on a private exchange network. The remeasuresment of the benefit
obligation included updating the assumptions. The remeasuresment reduced net periodic benefit costs in 2014
by $10 million ($5 million of which reduced expense). The remeasuresment also resulted in a decrease in
Pinnacle West's other postretirement benefit obligation of $316 million, which was offset by the related
regulatory asset and accumulated other comprehensive income.

Because of the plan changes, the Company is currently in the process of seeking IRS and regulatory
approval to move approximately $100 million of the other postretirement benefit Mst assets into a new trust
account to pay for active union employee medical costs.
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Pinnacle West uses a December 31 measurement date each year for its pension and other postretirement
benefit plans. The market-related value of our plan assets is their fair value at the measurement date. See Note
13 for further discussion of how fair values are determined. Due to subjective and complex judgments, which
may be required in determining fair values, actual results could differ from the results estimated through the
application of these methods.

A significant portion of the changes in the actuarial gains and losses of our pension and postretirement
plans is attributable to APS and therefore is recoverable in rates. Accordingly, these changes are recorded as a
regulatory asset or regulatory liability. In its 2009 retail rate case settlement, APS received approval to defer a
portion of pension and other postretirement benefit cost increases incurred in 2011 and 2012. We deferred
pension and other postretirement benefit costs of approximately $14 million in 2012 and $11 million in 2011.
Pursuant to an ACC regulatory order, we began amortizing the regulatory asset over three years beginning in
July 2012. We amortized approximately $5 million in 2015, $8 million in 2014, $8 million in 2013 and $4
million in 2012.

The following table provides details of the plans' net periodic benefit costs and the portion of these
costs charged to expense (including administrative costs and excluding amounts capitalized as overhead
construction, billed to electric plant participants or charged to the regulatory asset or liability) (dollars in
thousands):

2015

Pension

2014 2013 2 0 15

Other Benefits

2014 2013

$ 59,627 $
123,983

(179,231)

53,080 s 64,195 $
129,194 112,392

(158,998) (146,333)

16,827 $
28,102

(36,855)

18,139 $
41,243

(46,400)

23,597

41,536

(45,717)

Service cost-benefits earned during
the period

Interest cost on benefit obligation

Expected return on plan assets

Amortization of:

Prior service cost (credit)

Net actuarial loss

Net periodic benefit cost

Portion of cost charged to expense $

594
31,056
36,659 s
20,036 $

869
10,963
354108 $
21,985 $

$

38,968 $

1,097
39,852
71,203

(37,968)
4,881

(25013) $
(10,391) s

(9,626)
1,175
4,531 $
6,000 $

(179)
11,310
36,557

18,469
-
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The following table shows the plans' changes in the benefit obligations and funded status for the years
2015 and 2014 (dollars in thousands):

Pension

2 0 15 2014

Other Benefits

2015 2014

$ 3,078,648 $
59,627

123,983
(137,1 l5)
(91,340)

2,646,530 $
53,080

129,194
(128,550)
378,394

682,335 s
16,827
28,102

(24,988)
(55,256)

Change in Benefit Obligation

Benefit obligation at January 1

Service cost

Interest cost

Benefit payments

Actuarial (gain) loss

Plan amendments

Benefit obligation at December 31

Change in Plan Assets

Fair value of plan assets at January 1

ActUal return on plan assets

Employer contributions

Benefit payments

Fair value of plan assets at December 31

Funded Status at December 31

3,033,803 3,078,648 647,020

890,418
18,139
41,243

(29,054)
150,188

(388,599)
682,335

$

2,615,404

(44,690)

100,000

(127,940)

2,542,774

(49I,029) s

2,264,121 834,625
292,992 (2,399)
175,000 791

(116,709) -_
2,615,404 833,017
(463,244) $ 185,997 $

748,339
105,223

770
(19,707)
834,625
152,290

The following table shows the projected benefit obligation and the accumulated benefit obligation for
pension plans with an accumulated obligation in excess of plan assets as of December 3 l, 2015 and 2014
dollars in thousands):

Projected benefit obligation

Accumulated benefit obligation

Fair value of plan assets

s

2015

. 3,033,803
2,873,467

2,542,774

$

2014

3,078,648
2,873,741
2,615,404

The following table shows the amounts recognized on the Consolidated Balance Sheets as of
December 3 l, 2015 and 20]4 (dollars in thousands):

Pension

2 0 15 2014

Noncurrent asset

Current liability

Noncurrent liability

Net amount recognized

$

Other Benefits

2015 2014 .

185,997 $ 152,290

$

- s

(10,031)

(480,998)

(491,029) s

- s

(9,508)

(453,736)

(463,244) s 185,997 $ 152,290
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The following table shows the details related to accumulated other comprehensive loss as of
December 31, 2015 and2014 (dollars in thousands):

Pension

Net actuarial loss

Prior service cost (credit)

APS's portion recorded as a regulatory (asset) liability

Income tax expense (benefit)

Accumulated other comprehensive loss

$ S s

$

2015

679,50 I
609

(619,223)
(23,663)
37,224 s

2014

577,976

1,203

(485,037)

(36,890)

57,252 $

Other Benefits

2015 2014

127,124 $ 148,006

(341,301) (379,269)

213,621 230,916

925 851

369 s 504

The following table shows the estimated amounts that will be amortized from accumulated other
comprehensive loss and regulatory assets and liabilities into net periodic benefit cost in 2016 (dollars in
thousands):

Net actuarial loss

Prior service cost (credit)

Total amounts estimated to be amortized from accumulated other comprehensive loss (gain)
and regulatory assets (liabilities) in 2016

$

Pension

38,923

527

$

Other
Benefits

3,784

(37,884)

$ 39,450 $ (34, 100)

The following table shows the weighted-average assumptions used for both the pension and other
benefits to determine benefit obligations and net periodic benefit costs:

Benefit Obligations
As of December 31,

2015 20121 2015

Benefit Costs
For the Years Ended Decen1ber31,

1 2014 2013

4.37%

4.52%

4.00%

4.02%

4.14%

4.00%

4.02%

4.14%

4.00%

January -
September

4.88%

5.10%

4.00%

October -
December

4.88%

4.41 %

4.00%

4.01%

4.20%

4.00%

N/A N/A 6.90% 6.90% 6.90% 7.00%

N/A N/A 4.45% 6.80% 4.25% 7.00%

7.00% 7.00% 7.00% 7.50% 7.50% 7.50%

5.00%

5.00%

5.00%

5.00%

5.00%

5.00%

7.50%

5.00%

5.00%

5.00%
7.50%

5.00%

Discount rate - pension

Discount rate - other benefits

Rate of compensation increase

Expected long-term return on plan assets -
pension

Expected long-teml return on plan assets -
other benefits

Initial healthcare cost trend rate (pre-65
participants)

Initial healthcare cost trend rate (post-65
participants)

Ultimate healthcare cost trend rate

Number of years to ultimate trend rate
(pre-65 participants)

Number of years to ultimate trend rate
(post-65 participants)

4 4 4 4 4 4

0 0 0 4 0 4

In selecting the pretax expected long-term rate of return on plan assets, we consider past performance
and economic forecasts for the types of investments held by the plan. For2016, we are assuming a 6.90%
long-term rate of return for pension assets and 4.74% (before tax) for other benefit assets, which we believe is
reasonable given our asset allocation in relation to historical and expected performance.
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In October 2014, the Society of Actuaries' Retirement Plans Experience Committee issued its final
reports on its recommended mortality basis ("RP-2014 Mortality Tables Report" and "Mortality Improvement
Scale MP-2014 Report"). At December 3 l, 2014, we updated our mortality assumptions using the
recommended basis with modifications to better reflect our plan experience and additional data regarding
mortality trends. The updated mortality assumptions resulted in a $67 million increase in Pinnacle West's
pension and other postretirement obligations, which was offset by the related regulatory asset, regulatory
liability and accumulated other comprehensive income.

In selecting our healthcare trend rates, we consider past performance and forecasts of healthcare costs.
A one percentage point change in the assumed initial and ultimate healthcare cost trend rates would have the
following eiTects (dollars in thousands):

1% Increase 1% Decrease
Effect on other postretirement benefits expense, alter consideration of amounts capitalized

or billed to electric plant participants

Effect on service and interest cost components of net periodic other postretirement benefit
costs

Effect on the accumulated other postretirement benefit obligation

s 8,834 $ (5,890)

9,069
100,322

(6,949)

(80,332)

Plan Assets

The Board of Directors has delegated oversight of the pension and other postretirement benefit plans'
assets to an Investment Management Committee ("Committee"). The Committee has adopted investment
policy statements ("ITS") for the pension and the other postretirement benefit plans' assets. The investment
strategies for these plans include external management of plan assets, and prohibition of investments in
pinnacle West securities.

The overall strategy of the pension plan's ITS is to achieve an adequate level of trust assets relative to
the benefit obligations. To achieve this objective, the plan's investment policy provides for mixes of
investments including long-term fixed income assets and return-generating assets. The target allocation
between return-generating and long-term fixed income assets is defined in the ITS and is a function of the
plan's funded status. The plan's funded status is reviewed on at least a monthly basis.

Long-term fixed income assets, also known as liability-hedging assets, are designed to offset changes
in the benefit obligations due to changes in interest rates. Long-term fixed income assets consist primarily of
fixed income debt securities issued by the U.S. Treasury, other government agencies, and corporations. Long-
term fixed income assets may also include interest rate swaps, U.S. Treasury futures and other instruments.

Return-generating assets are intended to provide a reasonable long-term rate of investment return with
a prudent level of volatility. ReMen-generating assets are composed of U.S. equities, international equities, and
alternative investments. International equities include investments in both developed and emerging markets.
Alternative investments include investments in real estate, private equity and various other strategies. The plan
may hold investments in return-generating assets by holding securities in partnerships and common and
collective trusts.

Based on the ITS, and given the pension plan's funded status at year-end 2015, the long-term fixed
income assets had a target allocation of 58% with a permissible range of 55% to 61% and the return-generating
assets had a target allocation of 42% with a permissible range of 39% to 45%. The return-generating assets
ave additional target allocations, as a percent of total plan assets, of 22% equities in U.S. and other developed

markets, 6% equities in emerging markets, and 14% in alternative investments. The pension plan ITS does not
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provide for a specific mix of long-term fixed income assets, but does expect the average credit quality of such
assets to be investment grade. As of December 31, 2015, long-term fixed income assets represented 60% of
total pension plan assets, and return-generating assets represented 40% of total pension plan assets.

As of December 31, 2015, the asset allocation for other postretirement benefit plan assets is governed
by the ITS for those plans, which provides for different asset allocation target mixes depending on the
characteristics of the liability. Some of these asset allocation target mixes vary with the plan's funded status.
As of December 31, 2015, investment in fixed income assets represented 40% of the other postretirement
benefit plan total assets, and non-fixed income assets represented 60% of the other postretirement benefit
plan's assets. Fixed income assets are primarily invested in corporate bonds of investment-grade U.S. issuers,
and U.S. Treasuries. Non-fixed income assets are primarily invested in large cap U.S. equities in diverse
industries, and international equities in both emerging and developed markets.

See Note 13 for a discussion on the fair value hierarchy and how fair value methodologies are applied.
The plans invest directly in fixed income and equity securities, in addition to investing indirectly in fixed
income securities, equity securities and real estate through the use of mutual funds, partnerships and common
and collective trusts. Equity securities held directly by the plans are valued using quoted active market prices
from the published exchange on which the equity security trades, and are classified as Level l. Fixed income
securities issued by the U.S. Treasury held directly by the plans are valued using quoted active market prices,
and are classified asLevel l. Fixed income securities issued by corporations, municipalities, and other
agencies are primarily valued using quoted inactive market prices, or quoted active market prices for similar
securities, or by utilizing calculations which incorporate observable inputs such as yield, maturity and credit
quality. These instruments are classified as Level 2.

Mutual funds, partnerships, and common and collective trusts are valued utilizing a net asset value
(NAV) concept or its equivalent. Exchange traded mutual funds, are classified as Level l, as the valuation for
these instruments is based on the active market in which the fund trades.

Common and collective trusts, are maintained by banks or investment companies and hold certain
investments in accordance with a stated set of objectives (such as tracking the performance of the S&P 500
Index). The trust's shares are offered to a limited group of investors, and are not traded in an active market.
The NAV for trusts investing in exchange traded equities is derived from the quoted active market prices of the
underlying securities held by the trusts. The NAV for trusts investing in real estate is derived from the
appraised values of the trust's underlying real estate assets. As of December 31, 2015, the plans were able to
transact in the common and collective trusts at NAV and classifies these investments as Level 2.

Investments in partnerships are also valued using the concept ofNAV, which is derived from the value
of the partnerships' underlying assets. The plan's partnerships holdings relate to investments in high-yield
fixed income instruments and assets of privately held portfolio companies. Certain partnerships also include
funding commitments that may require the plan to contribute up to $75 million to these partnerships, as of
December 3 l, 2015, approximately $40 million of these commitments have been funded. Pamerships are
classified as Level 2 if the plan is able to transact in the partnership at theNAV, otherwise the partnership is
classified as Level 3.

The plans' trustee provides valuation of our plan assets by using pricing services that utilize
methodologies described to determine fair market value. We have internal control procedures to ensure this
information is consistent with fair value accounting guidance. These procedures include assessing valuations
using an independent pricing source, verifying that pricing can be supported by actual recent market
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transactions, assessing hierarchy classifications, comparing investment returns with benchmarks, and obtaining
and reviewing independent audit reports on the trustee's internal operating controls and valuation processes.

The fair value of Pinnacle West's pension plan and other postretirement benefit plan assets at
December 31, 2015, by asset category, are as follows (dollars in thousands):

Quoted Prices
in Active

Markets for
Identical

Assets
(Level 1)

Significant
Other

Observable
Inputs

(Level 2)

Significant
Unobservable

Inputs
(Level 3) Other (b)

Balance at
December 31,

2015

Pension Plan:

$ 1,893 s s $ $ 1,893

1,108,736
274,778

113,008

1,108,736
274,778
113,008

Assets:

Cash and cash equivalents

Fixed income securities:

Corporate

U.S. Treasury

Other (a)

Equities:

U.S. companies

International companies

Common and collective trusts:

233,021
14,680

233,021

14,680

130,097
185,892
150,359
127,840 42,097

116,307

U.S. equities

International equities

Real estate

Partnerships

Mutual funds - International equities

Short-term investments and other

Total Pension Plan

Other Benefits:
640,679 $

29,599
1,845,531 $ -42,097 $

14,467
14,467 $

130,097
185,892
150,359
169,937
116,307
44,066

2,542,774

$ 240 s $ $ $ 240

217,026
131,435

31,106

217,026
131,435
31,106

253,193

12,390
253,193
12,390

Assets :

Cash and cash equivalents

Fixed income securities:

Corporate

U.S. Treasury

Other (a)

Equities:

U.S. companies
International companies

Common and collective trusts:

U.S. equities '

International equities

Real estate

Mutual funds - International equities

Short-term investments and other

Total Other Benefits

81,516
28,539
13,512

s

52,568
5,065

454,891 S
3,331

375,030 $ $

3,096
3,096 $

81,516
28,539
13,512
52,568
11,492

833,017

(a)
(b)

This category consists primarily of debt securities issued by municipalities.
Represents plan receivables and payables.
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The fair value of Pinnacle West's pension plan and other postretirement benefit plan assets at
December 3 l, 2014, by asset category, are as follows (dollars in thousands):

Quoted Prices
in Active

Markets for
Identical

Assets
(Level 1)

Significant
Other

Observable
Inputs

(Level 2)

Significant
Unobservable

Inputs
(Level 3) Other (b)

Balance at
December 31,

2014
Pension Plan:

$ 387 $ s $ $ 387

1,162,096
291,817

I 13,265

1,162,096
291,817
113,265

246,387

18,069
246,387

18,069

$

127,336
317,167 1
129,715

-.- 138,337 27,929
_- 26,016 _

556,660 $ 2,013,932 $ 27,929 s
16,883
16,883 $

127,336

317,167

129,715

166,266

42,899

2,615,404

s 318 $ s $ $ 318

187,961

130,967
35,291

187,961
130,967
35,291

Assets:

Cash and cash equivalents

Fixed Income Securities:

Corporate

U.S. Treasury

Other (a)

Equities:

U.S. Companies

International Companies

Common and collective trusts:

U.S. Equities

International Equities

Real estate

Partnerships

Short-term investments and other

Total Pension Plan

Other Benefits:

Assets:

Cash and cash equivalents

Fixed Income Securities:

Corporate

U.S. Treasury

Other (a)

Equities:

U.S. Companies

lntemational Companies

Common and collective trusts:

U.S. Equities

International Equities

Real Estate

Short-term investments and other

Total Other Benefits

265,106

17,813
265,106

17,813

$ 414,204 s

88,258
85,746
l 1,657
7,408

416,321 $ $

4,100
4,100 s

88,258
85,746
l 1,657
11,508

834,625

(a)
(b)

This category consists primarily of debt securities issued by municipalities.
Represents plan receivables and payables.

k
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The following table shows the changes in fair value for assets that are measured at fair value on a
recurring basis using significant unobservable inputs (Level 3) for the year ended December 3 l, 2015 and 2014
(dollars in thousands):

Pension
Partnerships

Beginning balance at January 1

Actual return on assets still held at December 31

Purchases

Sales

Transfers in and/or out of Level 3

Ending balance at December 31

$

2015

27,929 $

2,789

13,187

(1,808)

2014

8,660
927

19,984
(1,642)

$ 42,097 $ 27,929

Contributions

Future year contribution amounts are dependent on plan asset performance and plan actuarial
assumptions. We made contributions to our pension plan totaling $100 million in 2015, $175 million in 2014,
and $141 million in 2013. The minimum required contributions for the pension plan are zero for the next three
years. We expect to make voluntary contributions up to a total of $300 million during the 2016-2018 period.
With regard to contributions to our other postretirement benefit plans, we made a contribution of $1 million in
2015, $1 million in 2014, and $14 million in 2013. We expect to make contributions of approximately $1
million in each of the next three years to our other postretirement benefit plans. APS funds its share of the
contributions. APS's share of the pension plan contribution was $100 Million in 2015, $175 million in 2014,
and $140 million in 2013. APS's share of the contributions to the other postretirement benefit plan was $1

million in 2015, $1 million in 2014, and $14 million in 2013.

Estimated Future Benefit Payments

Benefit payments, which reflect estimated future employee service, for the next five years and the
succeeding five years thereafter, are estimated to be as follows (dollars in thousands):

Year

2016`

2017

2018

2019

2020

Years 2021-2025

Pension

s  `  152,146

171,005

170,534

180,700

188,988

1,023,451

Other Benefits

$ 26,468

28,444

30,490

32,438

33,982
184,335

Electric plant participants contribute to the above amounts in accordance with their respective
participation agreements.

Employee SaVings Plan Benefits

Pinnacle West sponsors a defined contribution savings plan for eligible employees of Pinnacle West
and its subsidiaries. In 2015, costs related to APS's employees represented 99% of the total cost of this plan.
In a defined contribution savings plan, the benefits a participant receives result from regular contributions
participants make to their own individual account, the Company's matching contributions and earnings or
asses on their investments. Under this plan, the Company matches a percentage of the participants'
contributions in cash which is then invested in the same investment mix as participants elect to invest their own
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future contributions. Pinnacle West recorded expenses for this plan of approximately $9 million for 2015, $9
million for 2014, and $9 million for 2013.

8. Leases

We lease certain vehicles, land, buildings, equipment and miscellaneous other items through operating
rental agreements with varying terms, provisions and expiration dates.

Total lease expense recognized in the Consolidated Statements of Income was $17 million in 2015, $18
million in 2014, and $18 million in 2013. APS's lease expense was $14 million in 2015, $15 million in 2014,
and $15 million in 2013.

Estimated filature minimum lease payments for Pinnacle West's and APS's operating leases, excluding
purchased power agreements, are approximately as follows (dollars in thousands):

APSYear

2016

2017

2018

2019

2020

Thereafter

Total future lease commitments

$

s

Pinnacle West
Consolidated

$ 9,182
8,557

7,045

6,121

4,835

61,251

96,991
$ -

8,797
8,317
6,880
5,961
4,680

61,101
.b5,736

In 1986, APS entered into agreements with three separate lessor trust entities in order to sell and lease
back interests in Palo Verde Unit 2 and related common facilities. These lessor trust entities have been deemed
VIEs for which APS is the primary beneficiary. As the primary beneficiary, APS consolidated these lessor trust
entities. The impacts of these sale leaseback transactions are excluded from our lease disclosures as lease
accounting is eliminated upon consolidation. See Note 18 for a discussion of VIEs.
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9. Jointly-Owned Facilities

APS shares ownership of some of its generating and transmission facilities with other companies. We
are responsible for our share of operating costs which are included in the corresponding operating expenses on
our consolidated statement of income. We are also responsible for providing our own financing. Our share of
operating expenses and utility plant costs related to these facilities is accounted for using proportional
consolidation. The following table shows APS's interests in those jointly-owned facilities recorded on the
Consolidated Balance Sheets at December 3 l, 2015 (dollars in thousands):

Percent
Owned

Plant in
Service

Accumulated
Depreciation

Construction
Work in
Progress

29.1%

16.8%

28.0%

s 22,228
4,142

64,069(b)

(a)

$ 1,744,137
583,633
643,201
351,050
857,555
274,640
158,623

63.0%

14.0%

63.3% (b)

$ 1,067,376
356,767
231,609
233,665
577,321
168,132
53,777

77,317
4,460
1,390

36,576
19,361
5,226
9,833

13,173
18,359
11,087

286

1,594
397
133

1,687
151

1,008
2,592

33.4%

22.7%

19.3%

49.8%

17. 1%

50.0%

64.6%

50.0%

87.7%

80.0%

85.7%

75.0%

109,348
62,139
14,043
38,420
39,089
89,832

129,855
703
12

164,854
547
773

133,813

Generating facilities:

Palo Verde Units 1 and 3

Palo Verde Unit 2 (a)

Palo Verde Common

Palo Verde Sale Leaseback

Four Corners Generating Station

Navajo Generating Station Units 1, 2 and 3

Cholla common facilities (c)

Transmission facilities:

ANPP 500kV System

Navajo Southern System

Palo Verde -.-- Yuma 500kV System

Four Corners Switchyards

Phoenix - Mead System

Palo Verde - Estrella 500kV System

Morgan - Pinnacle Peak System

Round Valley System

Palo Verde - Morgan System

Hassayampa - North Gila System

Cholla 500 Switchyard

Saguaro 500 Switchyard

(b)

(b)

(b)

(b)

(b)

(b)

(b)

(b)

(b)

(b)

(b)

(b)

1,159
15
26

(a)
(b)
(0)

See Note 18.
Weighted-average of interests.
PacifiCorp owns Cholera Unit 4 and APS operates the unit for PacifiCorp. The common facilities at
Cholla are jointly-owned.

10. Commitments and Contingencies

Palo Verde Nuclear Generating Station

Spent Nuclear Fuel and Waste Disposal

On December 19, 2012, APS, acting on behalf of itself and the participant owners of Palo Verde, filed a
second breach of contract lawsuit against DOE in the United States COM of Federal Claims ("Court of Federal

claims"). The lawsuit sought to recover damages incurred due to DOE's breach of the Contract for Disposal
of Spent Nuclear Fuel and/or High Level Radioactive Waste ("Standard Contract'.') for failing to accept Palo
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Verde's spent nuclear fuel and high level waste from January 1, 2007 through June 30, 2011, as it was required
to do pursuant to the terms of the Standard Contract and the Nuclear Waste Policy Act. On August 18, 2014,
APS and DOE entered into a settlement agreement, stipulating to a dismissal of the lawsuit and payment of
$57.4 million by DOE to the Palo Verde owners for certain specified costs incurred by Palo Verde during the
period January l, 2007 through June 30, 201 l. APS's share of this amount is $16.7 million. Amounts
recovered in the lawsuit and settlement were recorded as adjustments to a regulatory liability and had no
impact on the amount of current reported net income. In addition, the settlement agreement provides APS with
a method for submitting claims and getting recovery for costs incurred through 2016.

APS's first claim made pursuant to the terms of the August 18, 2014 settlement agreement, which was
for the period July l, 2011 through June 30, 2014, and was for $42.0 million (APS's share of this amount was
$12.2 million), was received on June 1, 2015. APS's $12.2 million share was recorded as an adjustment to a
regulatory liability and had no impact on the amount of current reported net income. APS's second claim made
pursuant to the terms of the August 18, 2014 settlement agreement, which was for the period July 1, 2014
through June 30, 2015, was filed for $12.0 million (APS's share of this amount would be $3.6 million), and has
been submitted to, but not yet approved by, the DOE in the fourth quarter of 2015.

Nuclear Insurance

Public liability for incidents at nuclear power plants is governed by the Price-Anderson Nuclear
Industries Indemnity Act ("Price-Anderson Act"), which limits the liability of nuclear reactor owners to the
amount of insurance available from both commercial sources and an industry retrospective payment plan. In
accordance with the Price-Anderson Act, the Palo Verde participants are insured against public liability for a
nuclear incident up to $13.5 billion per occurrence. Palo Verde maintains the maximum available nuclear
ability insurance in the amount of $375 million, which is provided by American Nuclear Insurers ("ANI").

The remaining balance of $13.1 billion of liability coverage is provided through a mandatory industry-wide
retrospective assessment program. If losses at any nuclear power plant covered by the program exceed the
accumulated funds, APS could be assessed retrospective premium adjustments. The maximum retrospective
premium assessment per reactor under the program for each nuclear liability incident is approximately $127.3
million, subject to an annual limit of $19 million per incident, to be periodically adjusted for inflation. Based
on APS's ownership interest in the three Palo Verde units, APS's maximum potential retrospective premium
assessment per incident for all three units is approximately $1 ll million, with a maximum annual retrospective
premium assessment of approximately $16.6 million.

The Palo Verde participants maintain "all risk" (including nuclear hazards) insurance for property
damage to, and decontamination of property at Palo Verde in the aggregate amount of $2.8 billion, a
substantial portion of which must first be applied to stabilization and decontamination. APS has also secured
insurance against portions of any increased cost of replacement generation or purchased power and business
interruption resulting from a sudden and unforeseen accidental outage of any of the three units. The property
damage, decontamination, and replacement power coverages are provided by Nuclear Electric Insurance
Limited ("NEIL"). APS is subject to retrospective premium assessments under all NEIL policies if nEIL's
losses in any policy year exceed accumulated funds. The maximum amount APS could incur under the current
NEIL policies totals approximately $23.1 million for each retrospective premium assessment declared by
NEIL's Board of Directors due to losses. In addition, NEIL policies contain rating triggers that would result in
APS providing approximately $61 .7 million of collateral assurance within 20 business days of a rating
downgrade to non-investment grade. The insurance coverage discussed in this and the previous paragraph is
subject to certain policy conditions, sublimity and exclusions.
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Fuel and Purchased Power Commitments and Purchase Obligations

APS is party to various fuel and purchased power contracts and purchase obligations with terms
expiring between 2016 and 2043 that include required purchase provisions. APS estimates the contract
requirements to be approximately $876 million in 2016; $949 million in 2017; $737 million in 2018; $603
million in 2019; $498 million in 2020, and $7.8 billion thereafter. However, these amounts may vary
significantly pursuant to certain provisions in such contracts that permit us to decrease required purchases
under certain circumstances .

Of the various fuel and purchased power contracts mentioned above, some of those contracts for coal
supply include take-or-pay provisions. The current coal contracts with take-or-pay provisions have terms
expiring through 203 l .

The following table summarizes our estimated coal take-or-pay commitments (dollars in thousands):

Coal take-or-pay commitments (a)
2016

$ 170,714 $

2017

195,428 $

Years Ended December 31,

2018 2019

189,588 s 193,818 $

2020 Thereafter

198,160 $ 2,270,974

(a) Total take-or-pay commitments are approximately $3.2 billion. The total net present value of these
commitments is approximately $2.2 billion.

APS may spend more to meet its actual fuel requirements than the minimum purchase obligations in
our coal rd<e-or-pay contracts. The following table summarizes actual payments under the coal contracts which
include take-or-pay provisions for each of the last three years (dollars in thousands):

Total payments 's

Year Ended December 31,

2013 2014

211,327 s 236,773 s
2613

188,496

Renewable Energy Credits

APS has entered into contracts to purchase renewable energy credits to comply with the RES. APS
estimates the contract requirements to be approximately $42 million in 2016; $40 million in 2017; $40 million
in 2018; $40 million in 2019; $40 million in 2020; and $432 million thereafter. These amounts do not include
purchases of renewable energy credits that are bundled with energy.

Coal Mine Reclamation Obligations

APS must reimburse certain coal providers for amounts i-ncurred for final and contemporaneous coal
mine reclamation. We account for contemporaneous reclamation costs as part of the cost of the delivered coal.
We utilize site-specific studies of costs expected to be incurred in the future to estimate our final reclamation
obligation. These studies utilize various assumptions to estimate the future costs. Based on the most recent
reclamation studies, APS recorded an obligation for the coal mine final reclamation of approximately $202
million at December 31, 2015 and $198 million at December 31, 2014. Under our current coal supply
agreements, we expect to make payments for the final mine reclamation as follows: $15 million in 2016, $16

million in 2017; $18 million in 2018; $19 million in 2019; $20 million in 2020; and $262 million thereafter.
Any amendments to current coal supply agreements may change the timing of the contribution. Portions of
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these funds will be held in an escrow account and distributed to certain coal providers under the terms of the
applicable coal supply agreements.

Superfund-Related Matters

Superfund establishes liability for the cleanup of hazardous substances found contaminating the soil,
water or air. Those who generated, transported or disposed of hazardous substances at a contaminated site are
among those who are PRPs. PRPs may be strictly, and often are jointly and severally, liable for clean-up. On
September 3, 2003, EPA advised APS that EPA considers APS to be a PRP in the Motorola 52"" Street
Superfund Site, OUT in Phoenix, Arizona. APS has facilities that are within this Superfund site. APS and
Pinnacle West have agreed with EPA to perform certain investigative activities of the APS facilities within
OUT. In addition, on September 23, 2009, APS agreed with EPA and one other PRP to voluntarily assist with
the funding and management of the site-wide groundwater remedial investigation and feasibility study work
plan. We estimate that our costs related to this investigation and study will be approximately $2 million. We
anticipate incurring additional expenditures in the future, but because the overall investigation is not complete
and ultimate remediation requirements are not yet finalized, at the present time expenditures related to this
matter cannot be reasonably estimated.

On August 6, 2013, RID filed a lawsuit in Arizona District Court against APS and 24 other defendants,
alleging that RID's groundwater wells were contaminated by the release of hazardous substances from
facilities owned or operated by the defendants. The lawsuit also alleges that, under Superfund laws, the
defendants are jointly and severally liable to RID. The allegations against APS arise out ofAPS's current and
former ownership of facilities in and around OUT. As part of a state governmental investigation into
groundwater contamination in this area, on January 25, 2015, ADEQ sent a letter to APS seeking information
concerning the degree to which, if any, APS's current and former ownership of these facilities may have

contributed to groundwater contamination in this area. We are unable to predict the outcome of these matters,
however, we do not expect the outcome to have a material impact on our financial position, results of
operations or cash flows.

Southwest Power Outage

On September 8, 2011 at approximately 3:30 PM, a 500 kV transmission line running between the
Hassayampa and North Gila substations in southwester Arizona tripped out of service due to a fault that
occurred at a switchyard operated by APS. Approximately ten minutes alter the transmission line went off-
line, generation and transmission resources for the Yuma area were lost, resulting in approximately 69,700 APS
customers losing service.

On September 6, 2013, a purported consumer class action complaint was filed in Federal District Court
in San Diego, California, naming APS and Pinnacle West as defendants and seeking damages for loss of
perishable inventory and sales as a result of interruption of electrical service. APS and Pinnacle West filed a
motion to dismiss, which the court granted on December 9, 2013. On January 13, 2014, the plaintiffs appealed
the lower court's decision. The appeal is now fully briefed and pending before the United States Court of
Appeals for the Ninth Circuit, which heard oral argument on February 9, 2016. A written decision on the case
is expected 30-60 days after oral argument. We believe the District Court's decision will be upheld on appeal,
but cannot predict the outcome at the appellate court. If the District Court's decision is reversed, the case
would be remanded for discovery and trial, and there is insufficient information at this time to reasonably
estimate any possible loss or range of loss to APS and Pinnacle West.
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Clean Air Act Citizen Lawsuit

On October 4, 2011, Earthjustice, on behalf of several environmental organizations, filed a lawsuit in
the United States District Court for the District of New Mexico against APS and the other Four Corners
participants alleging violations of the NSR provisions of the Clean Air Act. Subsequent to filing its original
Complaint, on January 6, 2012, Earthjustice filed a First Amended Complaint adding claims for violations of
the Clean Air Act's NSPS program. Thecase was held inabeyance while APS negotiateda settlement with
DOJ and environmental plaintiffs. In March 2015, the parties agreed in principle to settle the case, and on June
24, 2015, DOJ lodged the proposed consent decree with the United States District Court for the District of New
Mexico. On August 17, 2015, the consent decree was entered by the district court.

The settlement requires installation of pollution control technology and implementation of other
measures to reduce sulfur dioxide and nitrogen oxide emissions from the two Four Corners units, although
installation of much of this equipment was already planned in order to comply with EPA's Regional Haze Rule
requirements. The settlement also requires the Four Corners co-owners to pay a civil penalty of $1.5 million
and spend $6.7 million for certain environmental mitigation projects to benefit the Navajo Nation. APS is
responsible for 15 percent of these costs based on its ownership interest in the units at the time of the alleged
violations, which does not result in a material impact on our financial position, results of operations or cash
Hows.

Environmental Matters

APS is subject to numerous environmental laws and regulations affecting many aspects of its present
and future operations, including air emissions, water quality, wastewater discharges, solid waste, hazardous

Este, and CCRs. These laws and regulations can change from time to time, imposing new obligations on APS
resulting in increased capital, operating, and other costs. Associated capital expenditures or operating costs
could be material. APS intends to seek recovery of any such environmental compliance costs through our
rates, but cannot predict whether it will obtain such recovery. The following proposed and final rules involve
material compliance costs to APS.

Regional Haze Rules. APS has received the final Rulemaking imposing new requirements on Four
Corners, Cholla and the Navajo Plant. EPA and ADEQ will require these plants to install pollution control
equipment that constitutes BART to lessen the impacts of emissions on visibility surrounding the plants.

Four Corners. Based on EPA's final standards, APS estimates that its 63% share of the cost of these
controls for Four Corners Units 4 and 5 would be approximately $400 million. In addition, APS and El Paso
entered into an asset purchase agreement providing for the purchase by APS, or an affiliate ofAPS, of El
Paso's 7% interest in Four Corners Units 4 and 5. When APS, or an affiliate ofAPS, ultimately acquires El
Paso's interest in Four Corners, NTEC has the option to purchase the interest within a certain timeframe
pursuant to an option granted by APS to NTEC. In December 2015, NTEC notified APS of its intent to
exercise the option. APS is negotiating a definitive purchase agreement with NTEC for the purchase of the 7%
interest. The cost of the pollution controls related to the 7% interest is approximately $45 million, which will
be assumed by the ultimate owner of the 7% interest.

Navajo Plant. APS estimates that its share of costs for upgrades at the Navajo Plant,based on EPA's
FIP, could be up to approximately $200 million. In October 2014, a coalition of environmental groups, an
Indian tribe and others filed petitions for review in the United States Court of Appeals for the Ninth Circuit
eking the Court to review EPA's final BART rule for the Navajo Plant. We cannot predict the outcome of this

review process.
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Cholera. APS believes that EPA's final rule as it applies to Cholla, which would require installation of
SCR controls with a cost to APS of approximately $100 million (excludes costs related to Cholla Unit 2 which
was closed on October l, 2015), is unsupported and that EPA had no basis for disapproving Arizona's SIP and
promulgating a FIP that is inconsistent with the state's considered BART determinations under the regional
haze program. Accordingly, on February l, 2013, APS filed a Petition for Review of the final BART rule in
the United States Court of Appeals for the Ninth Circuit. Briefing in the case was completed in February 2014.

In September 2014, APS met with EPA to propose a compromise BART strategy wherein, pending
certain regulatory approvals, APS would permanently close Cholla Unit 2 and cease burning coal at Units l
and 3 by the mid-2020s. (See Note 3 for details related to the resulting regulatory asset.) APS made the
proposal with the understanding that additional emission control equipment is unlikely to be required in the
future because retiring and/or converting the units as contemplated in the proposal is more cost effective than,
and will result in increased visibility improvement over, the current BART requirements for NOt imposed on
the Cholla units under EPA's BART FIP. APS's proposal involves state and federal Rulemaking processes. In
light of these ongoing administrative proceedings, on February 19, 2015, APS, PacifiCorp (owner of Cholla
Unit 4), and EPA jointly moved the court to sever and hold in abeyance those claims in the litigation pertaining
to Cholla pending regulatory actions by the state and EPA. The court granted the parties' unopposed motion on
February 20, 2015. On October 16, 2015, ADEQ issued the Cholla permit, which incorporates APS's proposal,
and subsequently submitted a proposed revision to the SIP to the EPA, which would incorporate the new
permit terms. APS is unable to predict when or whether APS's proposal may ultimately be approved by the
EPA.

Mercury adAir Toxic Standards ("MATS"). In 2011, EPA issued rules establishing maximum
achievable control technology standards to regulate emissions of mercury and other hazardous air pollutants

from fossil-fired plants. APS estimates that the cost for the remaining equipment necessary to meet these
standards is approximately $8 million for Cholla (excludes costs related to Cholla Unit 2 which was closed on
October 1, 2015). No additional equipment is needed for Four Corners Units 4 and 5 to comply with these
rules. SRP, the operating agent for the Navajo Plant, estimates that APS's share of costs for equipment
necessary to comply with the rules is approximately $1 million. The United States Supreme Court's recent
decision in Michigan vs. EPA reversed and remanded the MATS proceeding back to the DC Circuit Court. The
Circuit Court then remanded the MATS rule back to EPA to address Rulemaking deficiencies identified by the
Supreme Court. Further EPA action on the MATS rule is pending. This proceeding does not materially impact
APS. Regardless of how EPA addresses the deficiencies in the MATS Rulemaking, the Arizona State Mercury
Rule, the stringency of which is roughly equivalent to that of MATS, would still apply to Cholla.

Coal Combustion Waste. On December 19, 2014, EPA issued its Final regulations governing the
handling and disposal of CCR, such as fly ash and bottom ash. The rule regulates CCR as a non-hazardous
waste under Subtitle D of RCRA and establishes national minimum criteria for existing and new CCR landfills
and surface impoundments and all lateral expansions consisting of location restrictions, design and operating
criteria, groundwater monitoring and corrective action, closure requirements and post closure care, and
recordkeeping, notification, and Internet posting requirements. The rule generally requires any existing
unlined CCR surface impoundment that is contaminating groundwater above a regulated constituent's
groundwater protection standard to stop receiving CCR and either retrofit or close, and further requires the
closure of any CCR landfill or surface impoundment that cannot meet the applicable performance criteria for
location restrictions or structural integrity.

Because the Subtitle D rule is self-implementing, the CCR standards apply directly to the regulated
facility, and facilities are directly responsible for ensuring that their operations comply with the rule's
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requirements. While EPA has chosen to regulate the disposal of CCR in landfills and surface impoundments as
non-hazardous waste under the final rule, the agency makes clear that it will continue to evaluate any risks
associated with CCR disposal and leaves open the possibility that it may regulate CCR as a hazardous waste
under RCRA Subtitle C in the future.

APS currently disposes of CCR in ash ponds and dry storage areas at Cholla and Four Corners. APS
estimates that its share of incremental costs to comply with the CCR rule for Four Corners is approximately
$15 million, and its share of incremental costs for Cholla is approximately $85 million. The Navajo Plant
currently disposes of CCR in a dry landfill storage area. APS estimates that its share of incremental costs to
comply with the CCR rule for the Navajo Plant is approximately $1 million.

Clean Power Plan. On August 3, 2015, EPA finalized carbon pollution standards for existing, new,
modified, and reconstructed EGUs. EPA's final rules require newly built fossil fuel-fired EGUs, along with
those undergoing modification or reconstruction, to meet CON perfonnance standards based on a combination
of best operating practices and equipment upgrades. EPA established separate performance standards for two
types of EGUs: stationary combustion turbines, typically natural gas, and electric utility Steam generating
units, typically coal.

With respect to existing power plants, EPA's recently finalized "Clean Power Plan" imposes state-
specific goals or targets to achieve reductions in CON emission rates from existing EGUs measured from a
2012 baseline. In a significant change from the proposed rule, EPA's final performance standards apply
directly to specific units based upon their fuel-type and configuration (i.e., coal- or oil-fired steam plants
versus combined cycle natural gas plants). As such, each state's goal is an emissions perfonnance standard
that reflects the fuel mix employed by the EGUs in operation in those states. The final rule provides guidelines
o states to help develop their plans for meeting the interim (2022-2029) and final (2030 and beyond) emission
performance standards, with three distinct compliance periods within that timeframe. States were originally
required to submit their plans to EPA by September 2016, with an optional two-year extension provided to
states establishing a need for additional time; however, it is expected that this timing will be impacted by the
court-imposed stay described below.

ADEQ, with input from a technical working group comprised of Arizona utilities and other
stakeholders, is presently working to develop a compliance plan for submittal to EPA. In addition to these on-
going state proceedings, EPA has taken public comments on proposed model rules and a proposed federal
compliance plan, which included consideration as to how the Clean Power Plan will apply to EGUs on tribal
land such as the Navajo Nation.

X

The legality of the Clean Power Plan is being challenged in the U.S. Court of Appeals for the D.C.
Circuit, the parties raising this challenge include, among others, die ACC. On February 9, 2016, the U.S.
Supreme Court granted a stay of the Cleall Power Plan pending judicial review of the rule, which temporarily
delays compliance obligations under the Clean Power Plan. We cannot predict the extent of such delay.

With respect to our Arizona generating units, we are currently evaluating the range of compliance
options available to ADEQ, including whether Arizona deploys a rate- or mass-based compliance plan. Based
on the fuel-mix and location of our Arizona EGUs, and the significant investments we have made in renewable
generation and demand-side energy efficiency, ifADEQ selects a rate-based compliance plan, we believe that
we will be able to comply with the Clean Power Plan for our Arizona generating units in a manner that will not
have material financial or operational impacts to the Company. On the other hand, if ADEQ selects a mass-
based approach to compliance with the Clean Power Plan, our annual cost of compliance could be material.
These costs could include costs to acquire mass-based compliance allowances.
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As to our facilities on the Navajo Nation, EPA has yet to determine whether or to what extent EGUs on
the Navajo Nation will be required to comply with the Clean Power Plan. EPA has proposed to determine that
it is necessary or appropriate to impose a federal plan on the Navajo Nation for compliance with the Clean
Power Plan. In response, we filed comments with EPA advocating that such a federal plan is neither necessary
nor appropriate to protect air quality on the Navajo Nation. If EPA reaches a determination that is consistent
with our preferred approach for the Navajo Nation, we believe the Clean Power Plan will not have material
financial or operational impacts on our operations within the Navajo Nation.

Alternatively, if EPA determines that a federal plan is necessary or appropriate for the Navajo Nation,
and depending on our need for future operations at our EGUs located there, we may be unable to comply with
the federal plan unless we acquire mass-based allowances or emission rate credits within established carbon
trading markets, or curtail our operations. Subject to the uncertainties set forth below, and assuming that EPA
establishes a federal plan for the Navajo Nation that requires carbon allowances or credits to be surrendered for
plan compliance, it is possible we will be required to purchase some quantity of credits or allowances, the cost
of which could be material.

Because ADEQ has not issued its plan for Arizona, and because we do not know whether EPA will
decide to impose a plan or, if so, what that plan will require, there are a number of uncertainties associated with
our potential cost exposure. These uncertainties include: whether judicial review will result in the Clean
Power Plan being vacated in whole or in part or, if not, the extent of any resulting compliance deadline delays,
whether any plan will be imposed for EGUs on the Navajo Nation, the future existence and liquidity of
allowance or credit compliance trading markets, the applicability of existing contractual obligations with
current and former owners of our participant-owned coal-fired EGUs, the type of federal or state compliance

Jan (either rate- or mass-based), whether or not the trading of allowances or credits will be authorized
mechanisms for compliance with any final EPA or ADEQ plan, and how units that have been closed will be
treated for allowance or credit allocation purposes.

In the event that the incurrence of compliance costs is not economically viable or prudent for our
operations in Arizona or on the Navajo Nation, or if we do not have the option of acquiring allowances to
account for the emissions from our operations, we may explore other options, including reduced levels of
output, as an alterative to purchasing allowances. Given these uncertainties, our analysis of the available
compliance options remains on-going, and additional information or considerations may arise that change our
expectations.

Other environmental rules that could involve material compliance costs include those related to
effluent limitations, the ozone national ambient air quality standard, greenhouse gas emissions, and other
rules or matters involving the Clean Air Act, Clean Water Act, Endangered Species Act, the Navajo Nation, and
water supplies for our power plants. The financial impact of complying with current and future environmental
rules could jeopardize the economic viability of our coal plants or the willingness or ability of power plant
participants to fund any required equipment upgrades or continue their participation in these plants. The
economics of continuing to own certain resources, particularly our coal plants, may deteriorate, warranting
early retirement of those plants, which may result in asset impairments. APS would seek recovery in rates for
the book value of any remaining investments in the plants as well as other costs related to early retirement, but
cannot predict whether it would obtain such recovery.
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Notice of Intent to Sue Related to Four Corners

On December 21, 2015, several environmental groups filed a notice of intent to sue with OSM and
other federal agencies under the Endangered Species Act alleging that OSM's reliance on the Biological
Opinion and Incidental Take Statement prepared in connection with a federal environmental review were not in
accordance with applicable law. The environmental review was undertaken as part of the DOTs review process
necessary to allow for the effectiveness of lease amendments and related rights-of-way renewals for Four
Corners. We are monitoring this matter and will intervene if a lawsuit is filed. We cannot predict the timing
or outcome of this matter.

New Mexico Tax Matter

On May 23, 2013, the New Mexico Taxation and Revenue Department ("NMTRD") issued a notice of
assessment for coal severance surtax, penalty, and interest totaling approximately $30 million related to coal
supplied under the coal supply agreement for Four Corners (the "Assessment"). APS's share of the
Assessment is approximately $12 million. For procedural reasons, on behalf of the Four Corners co-owners,
including APS, the coal supplier made a partial payment of the Assessment and immediately filed a refund
claim with respect to that partial payment in August2013. The NMTRD denied the refund claim. On
December 19, 2013, the coal supplier and APS, on its own behalf and as operating agent for Four Comers,
filed a complaint with the New Mexico District Court contesting both the validity of the Assessment and the
refund claim denial. On June 30, 2015, the court ruled that the Assessment was not valid and further ruled that
APS and the other Four Corners co-owners receive a refund of all of the contested amounts previously paid
under the applicable tax statute. The NMTRD filed an appeal of the decision on August 31, 2015. The parties
re engaged in settlement discussions and we do not expect the outcome to have a material impact on our

financial position, results of operations or cash flows.

Financial Assurances

In the normal course of business, we obtain standby letters of credit and surety bonds from financial
institutions and other third parties. These instruments guarantee our own future performance and provide third
parties with financial and perfonnance assurance in the event we do not perform. These instruments support
certain debt arrangements, commodity contract collateral obligations, and other transactions. As of
December 3 l, 2015, standby letters of credit totaled $79 million and will expire in 2016. As of December 31,
2015, surety bonds expiring through 2018 totaled $158 million. The underlying liabilities insured by these
instruments are reflected on our balance sheets, where applicable. Therefore, no additional liability is reflected for
the letters of credit and surety bonds themselves.

We enter into agreements that include indemnification provisions relating to liabilities arising from or
related to certain of our agreements. Most significantly, APS has agreed to indemnify the equity participants
and other parties in the Palo Verde sale leaseback transactions with respect to certain tax matters. Generally, a
maximum obligation is not explicitly stated in the indemnification provisions and, therefore, the overall
maximum amount of the obligation under such indemnification provisions cannot be reasonably estimated.
Based on historical experience and evaluation of the specific indemnities, we do not believe that any material
loss related to such indemnification provisions is likely.

Pinnacle West has issued parental guarantees and has provided indemnification under certain surety
ands for APS which were not material at December 31, 2015.
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11. Asset Retirement Obligations

APS has asset retirement obligations for its Palo Verde nuclear facilities and certain other generation,
transmission and distributionassets.

The Palo Verde asset retirement obligation primarily relates to final plant decommissioning. This
obligation is based on the NRC's requirements for disposal of radiated property or plant and agreements APS
reached with the ACC for final decommissioning of the plant. The non-nuclear generation asset retirement
obligations primarily relate to requirements for removing portions of those plants at the end of the plant life or
lease term and coal ash pond closures. Some ofAPS's transmission and distribution assets have asset
retirement obligations because they are subject to right of way and easement agreements that require final
removal. These agreements have a history of uninterrupted renewal that APS expects to continue. As a result,
APS cannot reasonably estimate the fair value of the asset retirement obligation related to such transmission
and distribution assets. Additionally, APS has aquifer protection permits for some of its generation sites that
require the closure of certain facilities at those sites.

In 2015, a revision to the estimated cash flows for the decommissioning study was completed for the
Four Comers coal-fired plant, which resulted in an increase to the ARO in the amount of $24 million. Also in
2015, Four Corners spent $32 million in actual decommissioning costs. In addition, APS recognized an ARO
for Cholla as a result of new CCR environmental rules that were published in the Federal Register in the
second quarter of 2015. See Note 10 for additional information related to the CCR environmental rules. This
resulted in an increase to the ARO in the amount of $39 million, an increase in plant in service of $23 million
and a reduction of the regulatory liability of $16 million. Finally, in 2015 there was a revision in estimated cash
flows for the Cholla decommissioning, which resulted in a decrease of the ARO in the amount of $3 million.

In 2014, an update to the 2013 decommissioning study was completed for Palo Verde nuclear
generation facility to incorporate additional spent fuel related charges resulting in an increase to the ARO in the
amount of $20 million. Also in 2014, an updated Four Corners Units 1-3 coal-fired power plant
decommissioning study was finalized, which resulted in an increase to the ARO of $24 million. In addition,
Four Corners spent $30 million in actual decommissioning costs. Finally, in 2014 APS also recognized an
ARO related to a new solar facility on leased property that requires the land to be returned to its original
condition upon decommissioning of the plant, which resulted in an increase to the ARO of $6 million.

The following table shows die change in our asset retirement obligations for 2015 and 2014 (dollars in
thousands):

Asset retirement obligations at the beginning of year

Changes attributable to:

Accretion expense

Settlements

Estimated cash flow revisions

Newly incurred obligation

Asset retirement obligations at the end of year

$

2015

390,750 $

2014

346,729

$

25,163
(32,048)
17,556
42,155

443,576 s

23,567

(29,497)

43,899

6,052

390,750

As mentioned above, decommissioning activities for Four Corners Units 1-3 began in January 2014.
recommissioning activities for Cholla ash ponds began in January 2015. Thus, $29 million of the total ARO
f $444 million at December 31, 2015, is classified as a current liability on the balance sheet. At December 31,

2014, $32 million of the total ARO of $391 million was classified as a current liability on the balance sheet.
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In accordance with regulatory accounting, APS accrues removal costs for its regulated utility assets,
even if there is no legal obligation for removal. See detail of regulatory liabilities in Note 3.

12. Selected Quarterly Financial Data (Unaudited)

Consolidated quarterly financial information for 2015 and 2014 is provided in the tables below (dollars
in thousands, except per share amounts). Weather conditions cause significant seasonal fluctuations in our
revenues, therefore, results for interim periods do not necessarily represent results expected for the year.

March 31,

2015 Quarter Ended

June 30, September30, December31,
2015

Total

Operating revenues

Operations and maintenance

Operating income

Income taxes

Net income

Net income attributable to common
shareholders

s 671,219
214,944
67,684
7,947

20,727

$ 890,648
210,965
231,973
67,371

127,507

S 1,199,146
220,449
445,11 l
139,555
261,978

$ 734,430
222,019
109,834
22,847
45,978

s 3,495,443

868,377

854,602

237,720

456,190

16,122 122,902 257,116 41,117 437,257

Earnings Per Share:
Net income attributable to common
shareholders - Basic

Net income attributable to common
shareholders - Diluted

$ 0.15 $ 1.11 $ 2.32 s 0.37 $ 3.94

0.14 1.10 2.30 0.37 3.92

March 31,

2014 Quarter Ended

June 30, September30, Decent-ber 31,

2014

|  To t a l

Operating revenues

Operations and maintenance

Operating income

Income taxes

Net income

Net income attributable to common
shareholders

s 686,251
212,882
75,170
6,405

24,691

$ 906,264
211,222
254,113
74,540

141,384

$ 1,172,667
223,418
421,775
134,753
248,086

$ 726,450
260,503
60,184
5,007
9,535

s 3,491,632
908,025
811,242
220,705
423,696

15,766 132,458 243,961 5,410 397,595

Earnings Per Share:
Net income attributable to common
shareholders - Basic

Net income attributable to common
shareholders - Diluted

$ 0.14 $ 1.20 $ 2.20 $ 0.05 $ 3.59

0.14 1.19 2.20 0.05 3.58
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Selected Quarterly Financial Data (Unaudited) - APS

APS's quarterly financial information for 2015 and 2014 is as follows (dollars in thousands):

March 31, September 30,

2015 Quarter Ended,

June 30,

2015

December 31, Total

Operating revenues

Operations and maintenance

Operating income

Net income attributable to common shareholder

$ 670,668
209,947
61,333
19,868

s 889,723
208,031
162,704
125,362

$ 1,198,380
216,011
301,238
261,187

$ 733,586 $ 3,492,357
219,146 853,135
86,709 611,984
43,857 450,274

2014 Quarter Ended, 2014

March 31, June 30, September 30, December 31, Total

Operating revenues

Operations and maintenance

Operating income

Net income attributable to common shareholder

$ 685,545
208,285
69,635
19,518

$ 905,578
208,059
180,394
134,916

$ 1,172,190 s
212,430
287,928
251,047

725,633
253,668
54,835
15,738

$ 3,488,946
882,442
592,792
421,219

13. Fair Value Measurements

We classify our assets and liabilities that are calTied at fair value within the fair value hierarchy. This
hierarchy ranks the quality and reliability of the inputs used to detennine fair values, which are then classified
and disclosed in one of three categories. The three levels of the fair value hierarchy are:

Level I - Unadjusted quoted prices in active markets for identical assets or liabilities that we have the
ability to access at the measurement date. Active markets are those in which transactions for the asset or
liability occur M sufficient frequency and volume to provide infonnation on an ongoing basis. This category
includes exchange traded equities, exchange traded derivative instruments, exchange traded mutual funds, cash
equivalents, and investments in U.S. Treasury securities.

Level 2 - Utilizes quoted prices in active markets for similar assets or liabilities, quoted prices in
markets that are not active, and model-derived valuations whose inputs are observable (such as yield curves).
This category includes non-exchange traded contracts such as forwards, options, swaps and certain investments
in fixed income securities. This category also includes certain investments that are valued and redeemable
based on NAV, such as common and collective trusts and commingled funds.

Level 3 - .... Valuation models with significant unobservable inputs that are supported by little or no
market activity. Inshuments in this category include long-dated derivative transactions where valuations are
unobservable due to the length of the transaction, options, and transactions in locations where observable
market data does not exist. The valuation models we employ utilize spot prices, forward prices, historical
market data and other factors to forecast future prices.

Assets and liabilities are classified in their entirety based on the lowest level of input that is significant
to the fair value measurement. Thus, a valuation may be classified in Level 3 even though the valuation may
include significant inputs that are readily observable. We ma>dmize the use of observable inputs and minimize
the use of unobservable inputs. We rely primarily on the market approach of using prices and other market
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information for identical and/or comparable assets and liabilities. If market data is not readily available, inputs
may reflect our own assumptions about the inputs market participants would use. Our assessment of the inputs
and the significance of a particular input to the fair value measurement requires judgment and may affect the
valuation of fair value assets and liabilities as well as their placement within the fair valuehierarchy levels.
We assess whether a market is active by obtaining observable broker quotes, reviewing actual market activity,
and assessing the volume of transactions. We consider broker quotes observable inputs when the quote is
binding on the broker, we can validate the quote with market activity, or we can determine that the inputs the
broker used to arrive at the quoted price are observable.

Recurring Fair Value Measurements

We apply recurring fair value measurements to certain cash equivalents, derivative instruments,
investments held in our nuclear decommissioning trust and plan assets held in our retirement and other benefit
plans. See Note 7 for the fair value discussion of plan assets held in our retirement and other benefit plans.

Cash Equivalents

Cash equivalents represent short-term investments with original maturities of three months or less in
exchange traded money market Mds that are valued using quoted prices in active markets.

Risk Management Activities - Derivative Instruments

Exchange traded commodity contracts are valued using unadjusted quoted prices. For non-exchange
traded commodity contracts, we calculate fair value based on the average of the bid and offer price, discounted
o reflect net present value. We maintain certain valuation adjustments for a number of risks associated with

the valuation of future commitments. These include valuation adjustments for liquidity and credit risks. The
liquidity valuation adjustment represents the cost that would be incurred if all unmatched positions were closed
out or hedged. The credit valuation adjustment represents estimated credit losses on our net exposure to
counterparties, taking into account netting agreements, expected default experience for the credit rating of the
counterparties and the overall diversification of the portfolio. We maintain credit policies that management
believes minimize overall credit risk.

Certain non-exchange traded commodity contracts are valued based on unobservable inputs due to the
long-term nature of contracts, characteristics of the product, or the unique location of the transactions. Our
long-dated energy transactions consist of observable valuations for the near-term portion and unobservable
valuations for the long-tenn portions of the transaction. We rely primarily on broker quotes to value these
instruments. When our valuations utilize broker quotes, we perform variouscontrol procedures to ensure the
quote has been developed consistent with fair value accounting guidance. These controls include assessing the
quote for reasonableness by comparison against other broker quotes, reviewing historical price relationships,
and assessing market activity. When broker quotes are not available, the primary valuation technique used to
calculate the fair value is the extrapolation of forward pricing curves using observable market data for more
liquid delivery points in the same region and actual transactions at more illiquid delivery points.

Option contracts are primarily valued using a Black- Scholes option valuation model, which utilizes
both observable and unobservable inputs such as broker quotes, interest rates and price volatilities.

When the unobservable portion is significant to the overall valuation of the transaction, the entire
ansaction is classified asLevel3. Our classification of instruments as Level 3 is primarily reflective of the
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long-term nature of our energy transactions and the use of option valuation models with significant
unobservable inputs.

g

Our energy risk management committee, consisting of officers and key management personnel,
oversees our energy risk management activities to ensure compliance with our stated energy risk management
policies. We have a risk control function that is responsible for valuing our derivative commodity instruments
in accordance with established policies and procedures. The risk control function reports to the chief financial
officer's organization.

Investments Held in our Nuclear Decommissioning Trust

The nuclear decommissioning trust invests in fixed income securities and equity securities. Equity
securities are held indirectly through commingled funds. The commingled funds are valued based.on the
concept of NAV, which is a value primarily derived from the quoted active market prices of the underlying
equity securities. We may transact in these commingled funds on a semi-monthly basis at the NAV. We
classify these investments as Level 2. The commingled funds are maintained by a bank and hold investments in
accordance with the stated objective of tracking the performance of the S&P 500 Index. Because the
commingled fund shares are offered to a limited group of investors, they are not considered to be traded in an
active market.

Cash equivalents reported within Level 1 represent investments held in a short-term investment
exchange-traded mutual fund, which invests in certificates of deposit, variable rate notes, time deposit
accounts, U.S. Treasury and Agency obligations, U.S. Treasury repurchase agreements, and commercial paper.

Fixed income securities issued by the U.S. Treasury held directly by the nuclear decommissioning trust
are valued using quoted active market prices and are typically classified as Level l. Fixed income securities
issued by corporations, municipalities, and other agencies, including mortgage-backed instruments, are valued
using quoted inactive market prices, quoted active market prices for similar securities, or by utilizing
calculations which incorporate observable inputs such as yield curves and spreads relative to such yield curves.
These instruments are classified as Level 2. Whenever possible, multiple market quotes are obtained which
enables a cross-check validation. A primary price source is identified based on asset type, class, or issue of
securities.

We price securities using information provided by our trustee for our nuclear decommissioning trust
assets. Our trustee uses pricing services that utilize the valuation methodologies described to determine fair
market value. We have internal control procedures designed to ensure this information is consistent with fair
value accounting guidance. These procedures include assessing valuations using an independent pricing
source, verifying that pricing can be supported by actual recent market transactions, assessing hierarchy
classifications, comparing investment returns with benchmarks, and obtaining and reviewing independent audit
reports on the trustee's internal operating controls and valuation processes. See Note 19 for additional
discussion about our nuclear decommissioning trust. .
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Fair Value Tables

The following table presents the fair value at December 3 l, 2015 of our assets and liabilities that are
measured at fair value on a recurring basis (dollars in thousands):

Quoted Prices
in Active

Markets for
Identical
Assets

(Level 1)

Significant
Other

Observable
Inputs

(Level 2)

Significant
Unobservable

Inputs (a)
(Level 3) Other

Balance at
December 31,

2015

$ s 22,992 $ 30,364 $ (25,345) (b) $ 28,011

314,957 314,957

12,260
117,245

(335) (c)

Assets

Risk management activities -
derivative instruments:

Commodity contracts

Nuclear decommissioning trust:

U.S. commingled equity funds

Fixed income securities:

Cash and cash equivalent funds

U.S. Treasury

Corporate debt

Mortgage-backed securities

Municipal bonds

Other

Subtotal nuclear decommissioning trust

Total

Liabilities
's

129,505
129,505 $

96,243
99,065
72,206
23,555

666,056
629,018 $ 30,364_ $

(335)
_ (25,680) s

11,925
117,245
96,243
99,065
72,206
23,555

735,196
763,207

Risk management activities
derivative instruments:

Commodity contracts .$ $ (144,044) $
-

(63,343) $ 39,698 (b) $ (167,689)

<a)
(b)
(c)

Primarily consists of heat rate options and other long-dated electricity contracts.
Represents counterparty netting, margin and collateral. See Note 16.
Represents nuclear decommissioning trust net pending securities sales and purchases.
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The following table presents the fair value at December 31, 2014 of our assets and liabilities that are
measured at fair value on a recum'ng basis (dollars in thousands):

Quoted Pn'ces
in Active

Markets for
Identical
Assets

(Level 1)

Significant
Other

Observable
Inputs

(Level 2)

Significant
Unobservable

Inputs (a)
(Level 3) Other

Balance at
December 31,

2014
Assets

Risk management ac t i v i t i e s  -
derivative instnunents:

$ $ 20,769 s 32,598 $ (21 , 962)  (b ) $ 31,405

309,620 309,620

l 18,843
11,453

109,379
88,465
69,139
14,212

(7 , 245)  (c )

118,843
4,208

109,379

S

115843
118,843 $

312,268
623,037 $ 32,598 's -

(7,245)
(292207)

88,465
69,139
14,212

.71.3,866
745,271

Commodity contracts

Nuclear decommissioning trust:

U.S. commingled equity funds

Fixed income securities :

U.S. Treasury

Cash and cash equivalent funds

Corporate debt

Mortgage-backed securities

Municipal bonds

Other

Subtotal nuclear decommissioning trust

Total

Liabi l i t ies

Risk management activit ies
derivative instruments:

Commodity contracts $ s (95,061) $ (73,984) s 58,767 <b) s (110,278)
-

ca)
(b)
(c)

Primarily consists of heat rate options and other long-dated electricity contracts.
Represents counterparty netting, margin and collateral. See Note 16.
Represents nuclear decommissioning trust net pending securities sales and purchases.

Fair Value Measurements Classified as Level 3

The significant unobservable inputs used in the fair value measurement of our energy derivative
contracts include broker quotes that cannot be validated as an observable input primarily due to the long-tenn
nature of the quote and option model inputs. Significant changes in these inputs in isolation would result in
significantly higher or lower fair value measurements. Changes in our derivative contract fair values,
including changes relating to unobservable inputs, typically will not impact net income due to regulatory
accounting treatment (see Note 3).

Because our forward commodity contracts classified as Level 3 are currently in a net purchase position,
we would expect price increases of the underlying commodity to result in increases in the net fair value of the
related contracts. Conversely, if the price of the underlying commodity decreases, the net fair value of the
related contracts would likely decrease.
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Our option contracts classified as Level 3 primarily relate to purchase heat rate options. The
significant unobservable inputs at December 3 l, 2015 for these instruments include electricity prices, and
volatilities. The significant unobservable inputs at December 3 l, 2014 for these instruments include electricity
prices, gas prices and volatilities. If electricity prices and electricity price volatilities increase, we would expect
the fair value of these options to increase, and if these valuation inputs decrease, we would expect the fair
value of these options to decrease. If natural gas prices and natural gas price volatilities increase, we would
expect the fair value of these options to decrease, and if these inputs decrease, we would expect the fair value
of the options to increase. The commodity prices and volatilities do not always move in corresponding
directions. The options' fair values are impacted by the net changes of these various inputs.

Other unobservable valuation inputs include credit and liquidity reserves which do not have a material
impact on our valuations, however, significant changes in these inputs could also result in higher or lower fair
value measurements.

The following tables provide information regarding our significant unobservable inputs used to value
our risk management derivative Level 3 instruments at December 31, 2015 and December 31, 2014:

December 31, 2015
Fair Value (thousands)

Assets Liabilities
Valuation
Technique

Significant
Unobservable Input Range

Weighted-
Average

Commodity Contracts

E l e c t r i c i t y :

F o r w a r d  C o n t r a c t s  ( a )  $ 2 4 , 5 4 3 $ 54,679 Discounted
cash flows

$15.92 - $40.73 $ 2 6 . 8 6
'Option Contracts (b) 5,628 Option model

Electricity
forward price
(per Mwh)

Electricity
forward price
(per Mwh)

Electricity price
volatilities

$23.87 - $44.13 s 33.91

40% - 59% 52%
Natural gas price
volatilities 3 2 %  -  4 0 % 35%

Natural Gas:

Forward Contracts (a)

Total $
5,821

30,364 $
3,036

63,343

Discounted
cash flows

N a t u r a l  g a s
f o r w a r d  p r i c e
(per  M ] \ »I B t u ) $2.I8-$3.14 $ 2.61

(a)
<b>

Includes swaps and physical and financial contracts.
Electricity and natural gas price volatilities are estimated based on historical forward price
movements due to lack of market quotes for implied volatilities.
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December 31, 2014
Fair Value (thousands)

Assets Liabilities
Valuation
Technique

Significant
Unobservable Input Range

Weighted-
Average

Commodity Contracts

E l e c t r i c i t y :

F o r w a r d  C o n t r a c t s  ( a ) s 29,471 $ 55,894 Discounted
cash flows

$19.51 - $56.72 $ 35.27
Option Contracts (b) 15,035 Option model

$32.14 - $66.09 $ 4 5 , 8 3

$3 . 18  -  $3 . 29 $ 3 . 25

Electricity
forward price
(per mow

Electricity
forward price
(perMwh)

Natural gas
forward price
(per MMBtu)

Electricity price
volatilities

Natural gas price
volatilities

23% - 63% 41%

23%-41% 31%
N a t u r a l  G a s :

Forward Contracts (a)

Total s
3,127

32,598 $
3,055

73,984

Discounted
cash flows

Natural gas
forward price
(per MMBtu) $2 . 98  -  $4 . 13 $ 3 . 4 5

(a)
(b)

Includes swaps and physical and financial contracts.
Electricity and natural gas price volatilities are estimated based on historical forward price
movements due to lack of market quotes for implied volatilities.

The following table shows the changes in fair value for our risk management activities' assets and
liabilities that are measured at fair value on a recurring basis using Level 3 inputs for the years ended
December 3 l, 2015 and 2014 (dollars in thousands):

Year Ended
December 31,

Commodity Contracts
Net derivative balance at beginning of period

Total net gains (losses) realized/unrealized:

Included in earnings

Included in OCI

Deferred as a regulatory asset or liability

Settlements
Transfers into Level 3 from Level 2

Transfers from Level 3 into Level 2

Net derivative balance at end of period

2015 _ 2014

s (41,386) s (49,165)

$

(452)

(4,009)

14,809
(6,256)

4,315

(32,979) $

102

(239)

(482)
12,080
(2,090)

(1,592)

(41,386)

Net unrealized gains included in earnings related to instruments still held at end of period
$ $

Amounts included in earnings are recorded in either operating revenues or fuel and purchased power
depending on the nature of the underlying contract.

Transfers reflect the fair market value at the beginning of the period and are triggered by a change in
the lowest significant input as of the end of the period. We had no significant Level 1 transfers to or from any
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other hierarchy level. Transfers in or out of Level 3 are typically related to our long-dated energy transactions
that extend beyond available quoted periods..

Financial Instruments Not Carried at Fair Value

The conying value of our net accounts receivable, accounts payable and short-term borrowings
approximate fair value. Our short-term borrowings are classified within Level 2 of the fair value hierarchy.
See Note 6 for our long-term debt fair values.

14. Earnings Per Share

The following table presents the calculation of Pinnacle West's basic and diluted earnings per share for
continuing operations attributable to common shareholders for the years ended December 3 l, 2015, 2014 and
2013 (in thousands, except per share amounts):

2015 2014 2013

Net income attributable to common shareholders

Weighted averagecommon shares outstanding -basic

Net effect of dilutive securities:

$ 437,257 $
111,026

397,595 $
110,626

406,074
109,984

Contingently issuable performance shares and restricted stock units

Weighted average common shares outstanding - diluted

526

111,552

552
111,178

822

110,806

Earnings per average common share attributable to common shareholders
_-- basic $ 3.94 $ 3.59 $ 3.69

Earnings per average common share attributable to common shareholders
,- diluted $ 3.92 $ 3.58 $ 3.66

15. Stock-Based Compensation

Pinnacle West has incentive compensation plans under which stock-based compensation is granted to
officers, key-employees, and non-officer members of the Board of Directors. Awards granted under the 2012
Long-Term Incentive Plan ("2012 Plan") may be in the form of stock grants, restricted stock units, stock units,
perfonnance shares, restricted stock, dividend equivalents, performance share units, performance cash,
incentive and non-qualified stock options, and stock appreciation rights. The 2012 Plan authorizes up to 4.6
million common shares to be available for grant. As of December 3 l, 2015, 2.8 million common shares were
available for issuance under the 2012 Plan. During 2015, 2014, and2013, the Company has granted awards in
the form of restricted stock units, stock units, stock grants, and performance shares. The Company has not
granted stock options since 2004 and has no stock options outstanding. Awards granted from 2007 to 2011
were issued Linder the 2007 Long-Term Incentive Plan ("2007 Plan"), and no new awards may be granted
under the 2007 Plan. -

Stock-Based Compensation Expense and Activity

Compensation cost included in net income for stock-based compensation plans was $19 million in
2015, $33 million in 2014, and $25 million in 2013. The compensation cost capitalized is immaterial for all
years. Income tax benefits related to stock-based compensation arrangements were $7 million in 2015, $13

million in 2014, and $10 million in 2013.
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As of December 3 I, 2015, there were approximately $14 million of unrecognized compensation costs
related to nonvested stock-based compensation arrangements. These costs are expected to be recognized over
a weighted-average period off years. The total fair value of shares vested was $21 million in 2015, $20
million in 2014 and $20 million in 2013.

The following table is a summary of awards granted and the weighted-average fair value for the three
years ended 2015, 2014 and2013.

Restricted Stock Units, Stock
Grants, and Stock Units (a)

2015 2014 2013
Performance Shares (b)

2015 2014 2013
Units granted

Weighted-average grant date fair value
152,651 179,291 182,240 151,430 166,244 176,332

$ 64.12 $ 54.89 $ 55.14 $ 64.97 S 54.86 $ 55.45

(21)

(b)

Units granted includes awards that will be cash settled of 45,104 in 2015, 49,018 in 2014, and
52,620 in 2013.

Reflects the target payout level.

The following table is a summary of the status of non-vested awards as of December 31, 2015 and
changes during the year.

Restricted Stock Units, Stock
Grants, and Stock Units

Shares

Weighted-
Average

Grant Date
Fair Value

Performance Shares

weighted-`
Average

Grant Date
Fair Value

Nonvested at January 1, 20]5

Granted

Change in performance factor

Vested

Forfeited

Nonvested at December 31, 2015

480,933 (a) s
152,651

51.89
64.12

(198,424)
(6,873)

428,287

49.20

56.78

'56.69

Shares (b)

324,230

151 ,430

40,496

(202,480)

(7,844)

305,832

$ 54.92

64.97

54.98

54.98

57.89

59.78

Vested Awards Outstanding at December 31 , 20]5 106,712 202,480

(4)

(b)

Includes 127,634 of awards that will be cash settled and 353,299 of awards that will be settled in
shares.

Nonvested performance shares are reflected at target payout level. The increase or decrease_in the
number of shares from the target level to the estimated actual payout level is included in the
increase for performance factor amounts in the year the award vests.

Share-based liabilities paid relating to restricted stock unit awards was $10 million, $9 million and $10
million in 2015, 2014 and 2013, respectively. This includes cash used to settle restricted stock units of $3
million, $3 million and $4 million in 2015, 2014 and2013, respectively. Share-based liabilities paid relating to
performance share awards was $16 million, $12 million and $15 million in 2015, 2014 and 2013, respectively.
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Restricted Stock Units, Stock Grants, and Stock Units

Restricted stock units have been granted to officers and key employees. Restricted stock units typically
vest and settle in equal annual installments over a 4-year period after the grant date. Vesting is typically
dependent upon continuous service during the vesting period, however, awards granted to retirement-eligible
employees will vestupon the employee's retirement. Awardees elect to receive payment in either 100% stock,
or 50% in cash and 50% in stock. Restricted stock unit awards typically include a dividend equivalent feature.
This feature allows each award to accrue dividend rights, equal to the amount of dividends that they would
have received had they directly owned stock, equal to the number of vested restricted stock units from the date
of grant to the date of payment plus interest compounded quarterly. If the award is forfeited the employee is
not entitled to the dividends on those shares.

In December 2012, a retention award of 50,617 restricted stock units was granted to the Chairman of
the Board, President, and Chief Executive Officer of Pinnacle West. This award will vest and will be paid in
shares of common stock on December 31, 2016, provided that he remains employed with the Company until
the vesting date. The award can be increased up to an additional 33,745 restricted stock units payable in stock
if certain performance requirements are met.

Restricted stock unit awards are accounted for as liability awards, with compensation cost initially
calculated on the date of grant using the Company's closing stock price, and remeasured at each balance sheet
date.

Stock grants are issued to non-officer members of the Board of Directors. They may elect to receive
the stock grant, or to defer receipt until a later date and receive stock units in lieu of the stock grant. The

embers of the Board of Directors who elect to defer may elect to receive payment in either 100% stock, or
50% in cash and 50% in stock. The stock units accrue dividend rights, equal to the amount of dividends the
Directors would have received had they directly owned stock equal to the number of vested restricted stock
units or stock units from the date of grant to the date of payment plus interest compounded quarterly. The
dividends and interest are paid, based on the Director's election, in either stock, or 50% in cash and 50% in
stock.

Performance Share Awards

Performance share awards have been granted to officers and key employees. Performance share
awards contain two performance element criteria that affect the number of shares received after the end of a
three-year perfonnance period if performance criteria conditions are met. The performance share grant criteria
is based 50% upon the percentile ranking of Pinnacle West's total shareholder return at the end of the three-
year performance period, as compared with the total shareholder return of all relevant companies in a specified
utility index and the other 50% is based upon six non-financial separate performance metrics. The exact
number of shares issued will vary from 0% to 200% of the target award. Shares received include dividend
rights paid in stock equal to the amount of dividends that they would have received had they directly owned
stock, equal to the number of vested performance shares from the date of grant to the date of payment plus
interest compounded quarterly. If the award is forfeited or if the performance criteria are not achieved the
employee is not entitled to the dividends on those shares.

Performance share awards are accounted for as liability awards, with compensation cost initially
calculated on the date of grant using the Company's closing stock price, and remeasured at each balance sheet
date. Management evaluates the probability of meeting the performance criteria at each balance sheet date. If
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performance criteria are not achieved, no compensation cost is recognized and any previously recognized
compensation cost is reversed.

16. Derivative Accounting

We are exposed to the impact of market fluctuations in the commodity price and transportation costs of
electricity, natural gas, coal, emissions allowances and in interest rates. We manage risks associated with
market volatility by utilizing various physical and financial derivative instruments, including futures, forwards,
options and swaps. As part of our overall risk management program, we may use derivative instruments to
hedge purchases and sales of electricity and fuels. Derivative instruments that meet certain hedge accounting
criteria may be designated as cash flow hedges and are used to limit our exposure to cash flow variability on
forecasted transactions. The changes in market value of such instruments have a high correlation to price
changes in the hedged transactions. We also enter into derivative insmments for economic hedging purposes.

While we believe the economic hedges mitigate exposure to fluctuations in commodity prices, these
instruments have not been designated as accounting hedges. Contracts that have the same terms (quantities,
delivery points and delivery periods) and for which power does not flow are netted, which reduces both
revenues and fuel and purchased power costs in our Consolidated Statements of Income, but does not impact
our financial condition, net income or cash flows.

On June 1, 2012, we elected to discontinue cash flow hedge accounting treatment for the significant
majority of our contracts that had previously been designated as cash flow hedges. This discontinuation is due
to changes in PSA recovery (see Note 3), which now allows for 100% deferral of the unrealized gains and
losses relating to these contracts. For those contracts that were De-designated, all changes in fair value after

ay 31, 2012 are no longer recorded through OCI, but are deferred through the PSA. The amounts previously
recorded in accumulated OCI relating to these instruments will remain in accumulated OCI, and will transfer to
earnings in the same period or periods during which the hedged transaction affects earnings or sooner if we
determine it is probable that the forecasted transaction will not occur. Cash flow hedge accounting treatment
will continue for a limited number of contracts that are not subject to PSA recovery.

Our derivative instruments, excluding those qualifying for a scope exception, are recorded on the
balance sheet as an asset or liability and are measured at fair value. See Note 13 for a discussion of fair value
measurements. Derivative instruments may qualify for the normal purchases and normal sales scope exception
if they require physical delivery and the quantities represent those transacted in the normal course of business.
Derivative instruments qualifying for the normal purchases and sales scope exception are accounted for under
the accrual method of accounting and excluded from our derivative instrument discussion and disclosures
below. '

Hedge effectiveness is the degree to which the derivative instrument contract and the hedged item are
correlated and is measured based on the relative changes in fair value of the derivative instrument contract and
the hedged item over time. We assess hedge effectiveness both at inception and on a continuing basis. These
assessments exclude the time value of certain options. For accounting hedges that are deemed an effective
hedge, the effective portion of the gain or loss on the derivative instrument is reported as a component of OCI
and reclassified into earnings in the same period during which the hedged transaction affects earnings. We
recognize in current earnings, subject to the PSA, the gains and losses representing hedge ineffectiveness, and
the gains and losses on any hedge components which are excluded from our effectiveness assessment. As cash
flow hedge accounting has been discontinued for the significant majority of our contracts, after May 3 l, 2012,
effectiveness testing is no longer being performed for these contracts.

147
Schedule E-9

Page 151 of 193

lim ll



;Yab1e.Qf_f. onterlt§,_

COMBINED NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

For its regulated operations, APS defers for future rate treatment 100% of the unrealized gains and
asses on derivatives pursuant to the PSA mechanism that would otherwise be recognized in income. Realized

gains and losses on derivatives are deferred in accordance with the PSA to the extent the amounts are above or
below the Base Fuel Rate (see Note 3). Gains and losses from derivatives in the following tables represent the
amounts reflected in income before the effect of PSA deferrals.

As of December 31, 2015, we had the following outstanding gross notional volume of derivatives,
which represent both purchases and sales (does not reflect net position):

Commodity

P o w e r

G a s

Quantity

2,487
182

GWh

Billion cubic feet

Gains and Losses from Derivative Instruments

The following table provides information about gains and losses from derivative instruments in
designated cash flow accounting hedging relationships during the years ended December 3 l, 2015, 2014 and
2013 (dollars in thousands):

Commodity Contracts

Loss Recognized in OCI on Derivative Instruments
(Effect ive Port ion)

2015 - - --

Year Ended
December 31,

2014 . 2013

s (615) $ ( 3 7 2 )  $ (353)
Loss Reclassified from Accumulated OCI into Income
(Effective Portion Realized) (a)

(5,988) (21,415) (44,219)

Gain Recognized in Income (Ineffect ive Port ion and Amount
Excluded from Effect iveness Testing)

Financial Statement

Locat ion

O C I  - -
d e r i v a t i v e
ins t rum en t s

F u e l  a n d
pu rc has ed
p o w e r  ( b )

F u e l  a n d
pu rc has ed
p o w e r  ( b )

(H)

(b)

During the years ended December 31, 2015, 2014, and 2013, we had no losses reclassified from
accumulated OCI to earnings related to discontinued cash flow hedges.
Amounts are before the effect of PSA deferrals.

During the next twelve months, we estimate that a net loss of $4 million before income taxes will be
reclassified from accumulated OCI as an offset to the effect of market price changes for the related hedged
transactions. In accordance with the PSA, most of these amounts will be recorded as either a regulatory asset
or liability and have no immediate effect on earnings.
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The following table provides information about gains and losses from derivative instruments not
designated as accounting hedging instruments during the years ended December 3 l, 2015, 2014 and 2013
(dollars in thousands):

Year Ended
December31,

2014Commodity Contracts
Net Gain Recognized in Income

Net Loss Recognized in Income

Financial Statement

Location

Operating revenues

Fuel and purchased
power (a)

$

2015

574 $ 324 s

2013

289

Total $

(108,973)

(108 , 399)  $
(66,367)

(66,043) $

(10,449)
(10,160)

(a) Amounts are before the effect of PSA deferrals.

Derivative Instruments in the Consolidated Balance Sheets

Our derivative transactions are typically executed under standardized or customized agreements, which
include collateral requirements and, in the event of a default, would allow for the netting of positive and
negative exposures associated with a single counterparty. Agreements that allow for the offsetting of positive
and negative exposures associated with a single counterparty are considered master netting arrangements.
Transactions with counterparties that have master netting arrangements are offset and reported net on the
Consolidated Balance Sheets. Transactions that do not allow for offsetting of positive and negative positions
are reported gross on the Consolidated Balance Sheets.

We do not offset a counterparty's current derivative contracts with the counterparty's non-current
derivative contracts, although our master netting arrangements would allow current and non-current positions
to be offset in the event of a default. Additionally, in the event of a default, our master netting arrangements
would allow for the offsetting of all transactions executed under the master netting arrangement. These types
of transactions may include non-derivative instruments, derivatives qualifying for scope exceptions, trade
receivables and trade payables arising from settled positions, and other forms of non-cash collateral (such as
letters of credit). These types of transactions are excluded from the offsetting tables presented below.

The significant majority of our derivative instruments are not currently designated as hedging
instruments. The Consolidated Balance Sheets as of December 3 l, 2015 and December 3 l, 2014, include
gross liabilities of $3 million and $4 million, respectively, of derivative instruments designated as hedging
instruments.
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The following tables provide information about the fair value of our risk management activities
reported on a gross basis, and the impacts of offsetting as of December 3 l, 2015 and 2014. These amounts

relate to commodity contracts and are located in the assets and liabilities from risk management activities lines
of our Consolidated Balance Sheets.

As of December 31, 2015:
(dollars in thousands)

Current assets

Investments and other assets

Total assets

s

Gross
Recognized
Derivatives

(8)

37,396
15,960
53,356

$ s

Other

(¢)

672

Amounts N° t_
Offset Recognlzed

(b) Derivatives

(22,163) s 15,233

(3,854) 12,106

(26,0 la) 27,339 672

Amount
Reported on

Balance Sheet

$ 15,905

12,106

28,01 I

Current liabilities

Deferred credits and other

Total liabilities

Total $

(1 l3,560)
(93,827)

(207,387)
(154,031) $

40,223
3,854

44,077
18,060 $

(73,337)

(89,973)

(163,310)

(135,971) $

(4,379) (77,716)

(89,973)
(4,379) (167,689)

(3,707) $ (139,678)

(a)
(b)
(c)

All of our gross recognized derivative instruments were subject to master netting arrangements.
Includes cash collateral provided to counterparties of $18,060.
Represents cash collateral and cash margin that is not subject to offsetting. Amounts relate to non-
derivative instruments, derivatives qualifying for scope exceptions, or collateral and margin posted
in excess of the recognized derivative instrument. Includes cash collateral received from
counterparties of $4,379, and cash margin provided to counterparties of $672.

As of December 31, 2014:
(dollars in thousands)

Current assets $ $
$.

Investments and other assets

Total assets

Gross
Recognized
Derivatives

(a)

28,557

24,810

53,367

Amounts N°t_
Offset Recognized

(b) Derivatives

( 1 5 , 1 2 7 )  s 13,430

(7,190) 17,620

(22,317) 31,050

Amount
Other Reported on

(c) Balance Sheet

355 $ 13,785

17,620

355 31,405

Current liabilities

Deferred credits and other

Total liabilities

Total

(7,443)

$

(86,055)

(82,990)

(169,045)

(115,678) $

33,829
32,388
66,217
43,900 s

(52,226)

(50,602)

(102,828)

(71,778) $
(_7,443)
(7,088) $

(59,669)

| (50,602)

. (130,27I)

(78,866)

(a)
(b)
(C)

All of our gross recognized derivative instruments were subject to master netting arrangements.
Includes cash collateral provided to counterparties of $43,900.
Represents cash collateral and margin that is not subject to offsetting. Amounts relate to non-
derivative instruments, derivatives qualifying for scope exceptions, or collateral and margin posted
in excess of the recognized derivative instrument. Includes cash collateral received from
counterparties of $7,443, and cash margin provided to counterparties of $355.
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Credit Risk and Credit Related Contingent Features

We are exposed to losses in the event of nonperformance or nonpayment by counterparties. We have
risk management contracts with many counterparties, including one counterparty for which our exposure
represents approximately 87% of Pinnacle West's $28 million of risk management assets as of December 3 l,
2015. This exposure relates to a long-term traditional wholesale contract with a counterparty that has a high
credit quality. Our risk management process assesses and monitors the financial exposure of all counterparties.
Despite the fact that the great majority of trading counterparties' debt is rated as investment grade by the credit
rating agencies, there is still a possibility that one or more of these companies could default, resulting in a
material impact on consolidated earnings for a given period. Counterparties in the portfolio consist principally
of financial institutions, major energy companies, municipalities and local distribution companies. We
maintain credit policies that we believe minimize overall credit risk to within acceptable limits. Determination
of the credit quality of our counterparties is based upon a number of factors, including credit ratings and our
evaluation of their financial condition. To manage credit risk, we employ collateral requirements and
standardized agreements that allow for the netting of positive and negative exposures associated with a single
counterparty. Valuation adjustments are established representing our estimated credit losses on our overall
exposure to counterparties.

Alf

Certain of our derivative instrument contracts contain credit-risk-related contingent features including,
among other things, investment grade credit rating provisions, credit-related cross-default provisions, and
adequate assurance provisions. Adequate assurance provisions allow a counterparty with reasonable grounds
for uncertainty to demand additional collateral based on subjective events and/or conditions. For those
derivative instruments in a net liability position, with investment grade credit contingencies, the counterparties
could demand additional collateral if our debt credit rating were to fall below investment grade (below BBB-
or Standard & Poor's or Fitch or Baan for Moody's).

The following table provides information about our derivative instruments that have credit-risk-related
contingent features at December 31, 2015 (dollars in thousands):

December31,
2015

Aggregate fair value of derivative instruments in a net liability position

Cash collateral posted

Additional cash collateral in the event credit-risk related contingent features were fully triggered (a)

$ 507,387

18,060

112,301

(a) This amount is after counterparty netting and includes those contracts which qualify for scope
exceptions, which are excluded from the derivative details above.

We also have energy related non-derivative instrument contracts with investment grade credit-related
contingent features, which could also require us to post additional collateral of approximately $161 million if
our debt credit ratings were to fall below investment grade.
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17. Other Income and Other Expense

The following table provides detail of Pinnacle West's Consolidated other income and other expense
for 2015, 2014 and 2013 (dollars in thousands):

2015 2014 2013

s 493 s 1,629

$

128

621 s

1,010 $
8,386

212
9,608 s

75
1,704

$

Other income:

Interest income

Debt return on the purchase of Four Corners units 4 & 5

Miscellaneous

Total other income

Other expense:

Non-operating costs

Investment loss .-- net

Miscellaneous

Total other expense $

(1 l,292) s

(2,080)

(4,451>

(17,823) $

(9,657) s

(9,426)

(2,663)

(21,746) $

(8,207)
(3,7l 1)
(4,106)

(16,024)

Other Income and Other Expense - APS

The following table provides detail ofAPS's other income and other expense for 2015, 2014 and 2013
(dollars in thousands):

2015 2014 2013

SB 163 s 1,234

$

716
1,955
2,834 $

689 $
8,386
1,197
1,023

11,295 $

1,024
1,638
3,896

s

Other income:

Interest income

Debt return on the purchase of Four Comers units 4 & 5

Gain on disposition of property

Miscellaneous

Total other income

Other expense:

Non-operating costs (a)

Loss on disposition of property

Miscellaneous

Total other expense $

(11,648) s

(2,219)

(5,152)

(19,019) s

(10,397) s

(615)

(2,391)

(13,403) $

(9,626)

(4,992)

(5,831 )

(20,449)

(a) As defined by FERC, includes non-operating utility income and expense (items excluded from
utility rate recovery).

18. Palo Verde Sale Leaseback Variable Interest Entities

In 1986, APS entered into agreements with three separate VIE lessor trust entities in order to sell and
lease back interests in Palo Verde Unit 2 and related common facilities. The original lease was scheduled to
end on December 31, 2015, however, the lease agreements include fixed rate renewal options which APS
exercised on July 7, 2014. As a result, APS will retain the assets through 2023 under one lease and 2033 under
the other two leases. APS will be required to make payments relating to these leases of approximately $23

million annually for the period 2016 through 2023, and about $16 million annually for the period 2024 through
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2033. At the end of the lease renewal periods, APS will have the option to purchase the leased assets at their
fair market value, extend the leases for up to two years, or return the assets to the lessors.

The fixed rate renewal periods give APS the ability to utilize the assets for a significant portion of the
assets' economic life, and therefore provide APS with the power to direct activities of the VIEs that most
significantly impact the VIEs' economic performance. Predominately due to the fixed rate renewal periods,
APS has been deemed the primary beneficiary of these VIEs and therefore consolidates the VIEs.

As a result of consolidation, we eliminate lease accounting and instead recognize depreciation and
interest expense, resulting in an increase in net income for 2015, 2014 and 2013 of $19 million, $26 million
and $34 million, respectively, entirely attributable to the no controlling interests. The income attributable to
the no controlling interests decreased in 2015 and 2014 compared with the prior year because of lower rent
income resulting from the lease extensions.

In accordance with the regulatory treatment, higher depreciation expense and a regulatory liability
were recorded in consolidation to offset the decrease in the no controlling interests' share of net income that
resulted from the lease extensions. Accordingly, income attributable to Pinnacle West shareholders was not
impacted by the consolidation or the lease extensions. Consolidation of these VIEs also results in changes to
our Consolidated Statements of Cash Flows, but does not impact net cash flows.

Our Consolidated Balance Sheets at December 3 l, 2015 and December 31, 2014 include the following
amounts relating to the VIEs (dollars in thousands):

December 31,
2015

December 31,
2014

net of accumulated depreciation $ 117,385 SPalo Verde sale leaseback property, plant and equipment,

Current maturities of long-term debt

Equity-Noncontrolling interests \.

135,540

121,255
13,420

151,609

Assets of the VIEs are restricted and may only be used for payment to the no controlling interest
holders. Other than the VIEs' assets reported on our consolidated financial statements, the creditors of the
VIEs have no other recourse to the assets ofAPS or Pinnacle West, except in certain circumstances, such as a
default by APS under the lease.

APS is exposed to losses relating to these VIEs upon the occurrence of certain events that APS does not
consider reasonably likely to occur. Under certain circumstances (for example, the NRC issuing specified
violation orders with respect to Palo Verde or the occurrence of specified nuclear events), APS could be
required to make specified payments to the VIEs' no controlling equity participants and take title to the leased
Unit 2 interests, which, if appropriate, may be required to be written down in value. If such an event were to
occur during the lease extension period, APS may be required to pay the no controlling equity participants
approximately $288 million beginning in 2016, and up to $465 million over the lease extension term.

For regulatory ratemaking purposes, the agreements continue to be treated as operating leases and,

result, we have recorded a regulatory asset relating to the arrangements.
as a
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19. Nuclear Decommissioning Trusts

To fund the costs APS expects to incur to decommission Palo Verde, APS established external
decommissioning trusts in accordance with NRC regulations. Third-party investment managers are authorized
to buy and sell securities per stated investment guidelines. The trust funds are invested in fixed income
securities and equity securities. APS classifies investments in decommissioning trust funds as available for
sale. As a result, we record the decommissioning trust funds at their fair value on our Consolidated Balance
Sheets. See Note 13 for a discussion of how fair value is determined and the classification of the nuclear
decommissioning trust investments within the fair value hierarchy. Because of the ability ofAPS to recover
decommissioning costs in rates and in accordance with the regulatory treatment for decommissioning trust
funds, we have deferred realized and unrealized gains and losses (including other-than-temporary impairments
on investment securities) in other regulatory liabilities. The following table includes the unrealized gains and
losses based on the original cost of the investment and summarizes the fair value flAPS's nuclear
decommissioning trust fund assets at December 31, 2015 and December 31, 2014 (dollars in thousands):

Fair Value

Total
Unrealized

Gains

Total
Unrealized

Losses
December 31, 2015

Equity securities

Fixed income securities

Net payables (a)

Total

314,957 $
420,574

(335)
$ ` 735,193 s

$ 157,098
11,955

$ (115)

(2,645)

169,053 $ (2,760)

Fair Value

Total
Unrealized

Gains

Total
Unrealized

Losses
December 31, 2014

Equity securities

Fixed income securities

Net payables (a)

Total

309,620 $
411,491

(7,245)
$ 713,866 s

s 159,274

17,260

$ (15)
(1,073)

176,534 s " - (1,058)

(a) Net payables relate to pending purchases and sales of securities.

The costs of securities sold are determined on the basis of specific identification. The following table
sets forth approximate gains and losses and proceeds from the sale of securities by the nuclear
decommissioning trust funds (dollars in thousands):

Realized gains

Realized losses

Proceeds from the sale of securities (a)

$

2015

5,189 s
(6,225)

478,813

Year Ended December 31,

2014 v

4,725 $

(4,525)
356,195

2013

5,459
(6,706)

446,025

(a) Proceeds are reinvested in the trust.
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The fair value of fixed income securities, summarized by contractual maturities, at December 31, 2015
is as follows (dollars in thousands):

Less than one year

I year - 5 years

5 years - 10 years

Greater than 10 yeas

Total $

Fair Value

$ 14,001

117,356

l 14,769

174,448

420,574

20. Changes in Accumulated Other Comprehensive Loss

The following table shows the changes in Pinnacle West's consolidated accumulated other
comprehensive loss, including reclassification adjustments, net of tax, by component for the years ended
December 31, 2015 and 2014 (dollars in thousands):

Year Ended December 31,

2015 2014

Balance at beginning of period

Derivative Instruments

$ (68,141) $ (78,053)

OCI (loss) before reclassifications

Amounts reclassified from accumulated other comprehensive loss (a)

Net current period OCI (loss)

(957)
4,187
3,230

(810)
13,483
12,673

Pension and Other Postretirement Benefits

OCI (loss) before reclassifications

Amounts reclassified from accumulated other comprehensive loss (b)

Net current period OCI (loss)

Balance at endof period $

16,980
3, 183

20,163
(44,748) $

(5,419)
2,658

(2,761)
(68,141)

(a)

(b)

These amounts represent realized gains and losses and are included in the computation of fuel and
purchased power costs and are subject to the PSA. See Note 16.
These amounts primarily represent amortization of actuarial loss, and are included in the computation
of net periodic pension cost. See Note 7.
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Changes in Accumulated Other Comprehensive Loss - APS

The following table shows the changes in APS's accumulated other comprehensive loss, including
reclassification adjustments, net of tax, by component for the years ended December 31, 2015 and 2014
(dollars in thousands):

Year Ended December 31,

2015 2014
Balance at beginning of period

Derivative Instruments
$ (48,333) $ (53,372)

OCI (loss) before reclassifications

Amounts reclassified from accumulated other comprehensive loss (a)

Net current period OCI (loss)

(957)

4,187

3,230

(809)
13,483
12,674

Pension and Other Postretirement Benefits

OCI (loss) before reclassifications

Amounts reclassified from accumulated other comprehensive loss (b)

Net current period OCI (loss)

Balance at end of period
$

14,726
3,280

18,006
(27,097) s

(10,415)

2,780

(7,635)

_ - . .  (48,333)

(a)

(b)

These amounts represent realized gains and losses and are included in the computation of fuel and
purchased power costs and are subject to the PSA. See Note 16.
These amounts primarily represent amortization of actuarial loss, and are included in the computation
of net periodic pension cost. See Note 7.
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CONDENSED STATEMENTS OF COMPREHENSIVE INCOME
(dollars in thousands)

$

2015

550 s
12,733

(12,183)

Year Ended December 31,

2014

6 4 2 s

2 3 , 5 0 7

( 2 2 , 8 6 5 )

2013

799
24,930

(24,131 )

O p e r a t i n g  r e v e n u e s

O p e r a t i n g  e x p e n s e s

O p e r a t i n g  l o s s

O t h e r

Equity in earnings of subsidiaries

Other expense

Total

Interest expense

Income before income taxes

Income tax benefit

Net income attributable to common shareholders

Other comprehensive income - attributable to common shareholders

Total comprehensive income - attributable to common shareholders $

446,508
(3,302)

443,206
2,672

428,351
(8,906)

437,257
23,393

460,650 $

411,528
(3,276)

408,252
3,663

381,724
(15,871)
397,595

9,912
407,507 $

420,926
(1,999)

418,927
3,226

391,570
(14,504)
406,074
35,955

442,029

See Combined Notes to Consolidated Financial Statements.
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PINNACLE WEST CAPITAL CORPORATION HOLDING COMPANY
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CONDENSED BALANCE SHEETS
(dollars in thousands)

December 31,

2015 2014

$ 17,432
93,093

s

14,895
197

125,617

3,088
99,958
66,979
7,329

124
177,478

4,630,570

s

4,815,236
41,065
43,422

4,899,723
5̀,025,3M $

43,051
4,673,621
4,851,099

ASSETS

Current assets

Cash and cash equivalents

Accounts receivable

Current deferred income taxes

Income tax receivable

Other current assets

Total current assets

Investments and other assets

Investments in subsidiaries

Deferred income taxes

Other assets

Total investments and other assets

Total Assets

LIABILITIES AND EQUITY

Current liabilities

Accounts payable

Accrued taxes

Common dividends payable

Other current liabilities

Total current liabilities

Long-term debt less current maturities

Deferred credits and other

Deferred income taxes

Pension liabilities

s 5,901
6,904

69,363
33,120

115,288
125,000

s 5,250
12,220
65,790
38,992

122,252
125,000

Other

Total deferred credits and other

Common stock equity

Common stock

Accumulated other comprehensive loss

Retained earnings

Total Pinnacle West Shareholders' equity
Noncontrolling interests

Total Equity

Total Liabilities and Equity

21,933
43,662
65,595

12,055
29,228
43,462
84,745

s

2,535,862
(44,748)

2,092,803
4,583,917

135,540
4,719,457
5,025,340 $

2,509,569
(68,141)

1,926,065
4,367,493

15 l ,609
4,519,102
4,851,099

See Combined Notes to Consolidated Financial Statements.
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PINNACLE WEST CAPITAL CORPORATION HOLDING COMPANY
SCHEDULE I - CONDENSED FINANCIAL INFORMATION OF REGISTRANT

CONDENSED STATEMENTS OF CASH FLOWS
(dollars in thousands)

2015

Year Ended December31,

2014 2013
Cash flows from operating activities

Net income

Adjustments to reconcile net income to net cash provided by operating
activities:

s 437,257 $ 397,595 $ 406,074

Equity in earnings of subsidiaries - net

Depreciation and amortization

Deferred income taxes

Accounts receivable

Accounts payable

Accrued taxes and income tax receivables

Dividends received from subsidiaries

Other

net

(446,508)
92

12,967
11,336

637
(12,882)
266,900

(6,995)

262,804

(411,528)

94
4,406

(22,945)
2,017

(1,795)
253,600
18,432

239,876

(420,926)

95
(28,806)
21,671
(2,449)
1,402

242,100
(15,065)
204,096

(3,462)

(3,491)

157

(1,010)

(̀7,806')'

(10,236)

322

(1,450)

(11,364)

(3,400)

2,149

(2,099)

(3,330)

(260,027) (235,244)

Net cash flow provided by operating activities

Cash flows from investing activities

Construction work in progress

Investments in subsidiaries

Repayments of loans from subsidiaries

Advances of loans to subsidiaries

Net cash flow used for investing activities

Cash flows from financing activities

Issuance of long-term debt

Dividends paid on common stock

Repayment of long-term debt

Common stock equity issuance
Other

19,373

Net cash flow used for financing activities

Net increase (decrease) in cash and cash equivalents

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year §

(2%,'654)
14,344 |

3,088
171432 s

125,000
(246,671 )
(125,000)

15,288
161

(23l1,z2§)
- (2,710j

5,798
3,088 $

17,319
298

(2`17,627)

(16,881)
22,679
5,798

See Combined Notes to Consolidated Financial Statements.
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PINNACLE WEST CAPITAL CORPORATION
SCHEDULE II . RESERVE FOR UNCOLLECTIBLES

(dollars in thousands)

Column A Column B Column D Column E

Balance at
beginning
of period

Column C

Additions

Charged to
cost and
expenses

Charged
to other
accounts Deductions

Balance
at end of
periodDescription

R e s e r v e  f o r uncol lectib les:

2 0 1 5

2 0  l 4

2 0 1 3

$ 3 , 0 9 4 $

3 , 2 0 3

3 , 3 4 0

4,073
3,942
4,923

$ $ 4,042
4,051
5,060

$ 3,125
3,094
3,203
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ARIZONA PUBLIC SERVICE COMPANY
SCHEDULE II RESERVE FOR UNCOLLECTIBLES

(dollars in thousands)

Column A Column B Column D Column E

Balance at
beginning
of period

Column C

Additions

Charged to
cost and
expenses

Charged
to other
accounts Deductions

Balance
at end of
periodDescription

Reserve for uncollectibles:

2015

20 I4

2013

s 3,094 $
3,203
3,340

4,073
3,942
4,923

$ s 4,042
4,051
5,060

s 3,125
3,094
3,203
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS
ON ACCOUNTING AND FINANCIAL DISCLOSURE

None.
ITEM 9A. CONTROLS AND PROCEDURES

(a) Disclosure Controls and Procedures

The tern "disclosure controls and procedures" means controls and other procedures of a company that
are designed to ensure that information required to be disclosed by a company in the reports that it files or
submits under the Securities Exchange Act of 1934 (the "Exchange Act") (15 U.S.C. 78a et seq.) is recorded,
processed, summarized and reported, within the time periods specified in the SEC's rules and forms.
Disclosure controls and procedures include, without limitation, controls and procedures designed to ensure that
information required to be disclosed by a company in the reports that it files or submits under the Exchange
Act is accumulated and communicated to a company's management, including its principal executive and
principal financial officers, or persons performing similar functions, as appropriate to allow timely decisions
regarding required disclosure.

!

Pinnacle West's management, with the participation of Pinnacle West's Chief Executive Officer and
Chief Financial Officer, have evaluated the effectiveness of Pinnacle West's disclosure controls and procedures
as of December 31, 2015. Based on that evaluation, Pinnacle West's Chief Executive Officer and Chief
Financial Officer have concluded that, as of that date, Pinnacle West's disclosure controls and procedures were
effective.

APS's management, with the participation ofAPS's Chief Executive Officer and Chief Financial
Hiker, have evaluated the effectiveness ofAPS's disclosure controls and procedures as of December 3 l,

2015. Based on that evaluation, APS's Chief Executive Officer and Chief Financial Officer have concluded
that, as of that date, APS's disclosure controls and procedures were effective.

cw Management's Annual Reports on Internal Control Over Financial Reporting

Reference is made to "Management's Report on Internal Control over Financial Reporting (Pinnacle
West Capital Corporation)" on page 74 of this report and "Management's Report on Internal Control over
Financial Reporting (Arizona Public Service Company)" on page 83 of this report.

(c) Attestation Reports of the Registered Public Accounting Firm

Reference is made to "Report of Independent Registered Public Accounting Firm" on page 75 of this
report and "Report of Independent Registered Public Accounting Firm" on page 84 of this report on the
internal control over financial reporting of Pinnacle West and APS, respectively.

(d )  , Changes In Internal Control Over Financial Reporting

No change in Pinnacle West's or APS's internal control over financial reporting occurred during the
fiscal quarter ended December 3 l, 2015 that materially affected, or is reasonably likely to materially affect,
Pinnacle West's or APS's internal control over financial reporting.
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ITEM 9B. OTHER INFORMATION

None.

PART III

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS
AND CORPORATE GOVERNANCE OF PINNACLE WEST

Reference is hereby made to "Information About Our Board and Corporate Governance," "Proposal 1
_ Election of Directors" and to "Section l6(a) Beneficial Ownership Reporting Compliance" in the Pinnacle
West Proxy Statement relating to the Annual Meeting of Shareholders to be held on May 18, 2016 (the "2016
Proxy Statement") and to the "Executive Otlicers of Pinnacle West" section in Part I of this report.

Pinnacle West has adopted a Code of Ethics for Financial Executives that applies to financial
executives including Pinnacle West's Chief Executive Officer, Chief Financial Officer, Chief Accounting
Officer, Controller, Treasurer, and General Counsel, the President and Chief Operating Officer ofAPS and
other persons designated as financial executives by the Chair of the Audit Committee. The Code of Ethics for
Financial Executives is posted on Pinnacle West's website (wwwpinnaclewest com). Pinnacle West intends to
satisfy the requirements under Item 5.05 of Form 8-K regarding disclosure of amendments to, or waivers from,
provisions of the Code of Ethics for Financial Executives by posting such information on Pinnacle West's
website.

,

ITEM 11. EXECUTIVE COMPENSATIQN

Reference is hereby made to "Directors" Compensation," "Report of the Human Resources
Committee," "Executive Compensation," and "Human Resources Committee Interlocks and Insider
Participation" in the 2016 Proxy Statement.

ITEM 12. SECURITY OWNERSHIP OF
CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

AND RELATED STOCKHOLDER MATTERS

Reference is hereby made to "Ownership of Pinnacle West Stock" in the 2016 Proxy Statement.

Securities Authorized for Issuance Under Equity Compensation Plans

The following table sets forth information as of December 31, 2015 with respect to the 2012 Plan and
the 2007 Plan, under which our equity securities are outstanding or currently authorized for issuance.
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Equity Compensation Plan Information

Number of
securities to be

issued l.lpoll
exercise of

outstanding
options, warrants

and rights

(11)

Weighted-
average

exercise price
of outstanding

options,
warrants and

rights

(b)Plan Category

Equity compensation plans approved by security holders

Equity compensation plans not approved by security holders
1,611,402

Number of
securities remaining
available for future

issuance under
equity

compensation plans
(excluding

securities reflected
in column (a))

(c)
2,763,056

Total 1,611,402 2,763,056

(a) This amount includes shares subject to outstanding performance share awards and restricted
stock unit awards at the maximum amount of shares issuable under such awards. However, payout of the
performance share awards is contingent on the Company reaching certain levels of performance during a three-
year performance period. If the performance criteria for these awards are not fully satisfied, the award
recipient will receive less than the maximum number of shares available under these grants and may receive
nothing from these grants.

(b) The weighted-average exercise price in this column does not take performance share awards
or restricted stock unit awards into account, as those awards have no exercise price.

(c) Awards under the 2012 Plan can take the form of options, stock appreciation rights, restricted
stock, performance shares, performance share units, performance cash, stock grants, stock units, dividend
equivalents, and restricted stock units. Additional shares cannot be awarded under the 2007 Plan. However, if
an award under the 2012 Plan is forfeited, tenninated or canceled or expires, the shares subject to such award,
o the extent of the forfeiture, termination, cancellation or expiration, may be added back to the shares

available for issuance under the 2012 Plan.

Equity Compensation Plans Approved By Security Holders

Amounts in column (a) in the table above include shares subject to awards outstanding under two
equity compensation plans that were previously approved by our shareholders: (a) the 2007 Plan, which was
approved by our shareholders at our 2007 annual meeting of shareholders and under which no new stock
awards may be granted, and (b) the 2012 Plan, which was approved by our shareholders at our 2012 annual
meeting of shareholders. See Note 15 of the Notes to Consolidated Financial Statements for additional
information regarding these plans.

Equity Compensation Plans Not Approved by Security Holders

The Company does not have any equity compensation plans under which shares can be issued that
have not been approved by the shareholders.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED
TRANSACTIONS, AND DIRECTOR INDEPENDENCE

Reference is hereby made to "Information About Our Board and Corporate Governance" and "Related
Party Transactions" in the 2016 Proxy Statement.
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Pinnacle West

ITEM 14. PRINCIPAL ACCOUNTANT
FEES AND SERVICES

Reference is hereby made to "Accounting and Auditing Matters - .. Audit Fees and ._
Policies" in the 2016 Proxy Statement.

- Pre-Approval

APS

The following fees were paid to APS's independent registered public accountants, Deloitte & Touche
LLB for the last two fiscal years:

Type of Service
Audit  Fees (1)

Audit-Related Fees (2)

Tax Fees (3 )

Al l  Other Fees (4)

$

2014

2,062,685
212,600

8,857

s
2015

2,014,747
233,555

10,000

(1) The aggregate fees billed for services rendered for the audit of annual financial statements and
for review of financial statements included in Reports on Form 10-Q.

(2) The aggregate fees billed for assurance services that are reasonably related to the performance
of the audit or review of the financial statements that are not included in Audit Fees reported above, which

primarily consist of fees for employee benefit plan audits performed in 2015 and 2014.
(3) The aggregate fees billed primarily related to tax compliance and tax planning.
(4) The aggregate fees billed for advice relating to the development of a statement of work for the

Company's system integrator for its new Customer Information System.

Pinnacle West's Audit Committee pre-approves each audit service and non-audit service to be provided
by APS's registered public accounting firm. The Audit Committee has delegated to the Chair of the Audit
Committee the authority to pre-approve audit and non-audit services to be performed by the independent
public accountants if the services are not expected to cost more than $50,000. The Chair must report any pre-
approval decisions to the Audit Committee at its next scheduled meeting. All of the services perfonned by
Deloitte & Touche LLP for APS in 2015 were pre-approved by the Audit Committee or the Chair of the Audit
Committee consistent with the pre-approval policy.
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PART IV

ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES

Financial Statements and Financial Statement Schedules

See the Index to Financial Statements and Financial Statement Schedule in Part II, Item 8.

Exhibits Filed

The documents listed below are being Hled or have previously been filed on behalf of Pinnacle West or
APS and are incorporated herein by reference from the documents indicated and made a part hereof. Exhibits
not identified as previously filed are filed herewith.

Exhibit
No. Description Previously Filed as Exhibit: A

3.1

Registrant(s)

Pinnacle West Articles of Incorporation, restated as
of May 21, 2008

3.1 to Pinnacle West/APS June 30,
2008 Form 10-Q Report, File
No. 1-8962

Date Filed

8/7/2008

3.2 Pinnacle West Pinnacle West Capital Corporation
Bylaws, amended as of May 19,
2010

3.1 to Pinnacle West/APS June 30,
2010 Form 10-Q Report, File
No. 1-8962

8/3/2010

3.3 APS Articles of Incorporation, restated as
of May 25, 1988

4.2 to APS's Form 18 Registration
Nos. 33-33910 and 33-55248 by
means of September 24, 1993
Form 8-K Report, File No. 1-4473

9 / 2 9 / 1 9 9 3

3.3.1 APS Amendment to the Articles of
Incorporation of Arizona Public
Service Company, amended May 16,
2012

3.1 to Pinnacle West/APS May 22,
2012 Form 8-K Report, File Nos.
1-8962 and 1-4473

5 / 2 2 / 2 0 1 2

3.4 APS Arizona Public Service Company
Bylaws, amended as of
December 16, 2008

3.4 to Pinnacle West/APS
December 31, 2008 Form 10-K, File
No. 1-4473

2/20/2009

4.1 Pinnacle West Specimen Certificate of
Pinnacle West Capital Corporation
Common Stock, no par value

4.1 to Pinnacle West June 28, 2011
Form 8-K Report, File No. 1-8962

6/28/2011

4.2 Pinnacle West
APS

I nden t u re  da t ed  as  o f  J anuary  1 ,
1 9 9 5  a m o n g  A P S  a n d  T h e  B a n k  o f
N e w  Y o r k  M e l l o n ,  a s  T r u s t e e

4.6 to APS's Registration Statement
Nos. 33-61228 and 33-55473 by
means oflanuary 1, 1995 Form 8-K
Report, File No. 1-4473

1/11/1995

4 . 2 a Pinnacle West
APS

First Supplemental Indenture dated
as of January 1, 1995

4 . 4  t o  APS 's  R eg i s t r a t i on  S t a t em en t
N o s .  3 3 - 6 1 2 2 8  a n d  3 3 - 5 5 4 7 3  b y
m e a n s  o f  J a n u a r y  1 ,  1 9 9 5  F o r m  8 - K
R e p o r t ,  F i l e  N o .  1 - 4 4 7 3

1/11/1995

4.3 Pinnacle West
APS

Indenture dated as of November 15,
1996 between APS and The Bank of
New York, as Trustee

4 . 5  t o  APS 's  R eg i s t r a t i on  S t a t em en t s
N o s .  3 3 - 6 1 2 2 8 ,  3 3 - 5 5 4 7 3 ,  3 3 - 6 4 4 5 5
a n d  3 3 3 -  1 5 3 7 9  b y  m e a n s  o f
N o v e m b e r  1 9 ,  1 9 9 6  F o r m  8 - K
R e p o r t ,  F i l e  N o .  1 - 4 4 7 3

11/22/1996
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Exhibit
No.

' 4.3a
Registrant(s)

Pinnacle West
A P S

Description

F i r s t  Supp lem en t a l  I nden t u r e  da t ed
as o f  N o v e m b e r 15 ,  1996

Previously Filed as Exhibit: n

4 . 6  t o  APS 's  R eg i s t r a t i on  S t a t em en t s
N o s .  3 3 - 6 1 2 2 8 ,  3 3 - 5 5 4 7 3 ,  3 3 - 6 4 4 5 5
a n d  3 3 3 - 1 5 3 7 9  b y  m e a n s  o f
N o v e m b e r  1 9 ,  1 9 9 6  F o r m  8 - K
R e p o r t ,  F i l e  N o .  1 - 4 4 7 3

Date Filed

1 1 / 2 2 / 1 9 9 6

4 . 3 b Pinnacle West
APS

S e c o n d  S u p p l e m e n t a l  I n d e n t u r e
da t ed  as  o f  Ap r i l  1 ,  1997

4.10 to APS's Registration Statement
Nos. 33-55473, 33-64455 and
333-15379 by means of April 7,
1997 Form 8-K Report, File
No. 1-4473

4/9/1997 .

4 . 3 0 Pinnacle West
APS

Third Supplemental Indenture dated
as of November 1, 2002

10.2 Tb Pinnacle West's March 31,
2003 Form 10-Q Report, File
No. 1-8962

5/15/2003

4.4 Pinnacle West I nden t u r e  da t ed  as  o f  D ec em be r  1 ,
2 0 0 0  b e t w e e n  t h e  C o m p a n y  a n d  T h e
B a n k  o f  N e w  Y o r k ,  a s  T r u s t e e ,
r e l a t i n g  t o  S e n i o r  U n s e c u r e d  D e b t
Sec u r i t i es

4.1 to Pinnacle West's Registration
Statement No. 333-52476

12/21/2000

4.5 Pinnacle West I nden t u re  da t ed  as  o f  D ec em ber  1 ,
2 0 0 0  b e t w e e n  t h e  C o m p a n y  a n d  T h e
B a n k  o f  N e w  Y o r k ,  a s  T r u s t e e ,
r e l a t i n g  t o  S u b o r d i n a t e d  U n s e c u r e d
D e b t  S e c u r i t i e s

4.2 to Pinnacle West's Registration
Statement No. 333-52476

12/21/2000

4.6 Pinnacle West
APS

Indenture dated as of January 15,
1998 between APS and The Bank of
New York Mellon Trust Company
N.A. (successor to JPMorgan Chase
Bank, N.A., formerly known as The
Chase Manhattan Bank), as Trustee

4.10 to APS's Registration Statement
Nos. 333-15379 and 333-27551 by
means of January 13, 1998 Form 8-K
Report, File No. 1-4473

1/16/1998

4 . 6 a Pinnacle West
APS

S e v e n t h  S u p p l e m e n t a l  I n d e n t u r e
da t ed  as  o f  M ay  1 ,  2003

4.1 to APS's Registration Statement
No. 333-90824 by means of May 7,
2003 Form 8-K Report, File
No. 1-4473

5/9/2003

4 . 6 b Pinnacle West
APS

Eighth Supplemental Indenture dated
as of June 15, 2004

4.1 to APS's Registration Statement
No. 333-106772 by means of
June 24, 2004 Form 8-K Report, File
No. 1-4473

6/28/2004

4 . 6 c Pinnacle West
APS

Ninth Supplemental Indenture dated
as of August 15, 2005

4 . 1  t o  APS 's  R eg i s t r a t i on  S t a t em en t s
N o s .  3 3 3 - 1 0 6 7 7 2  a n d  3 3 3 - 1 2 1 5 1 2  b y
m e a n s  o f  A u g u s t  1 7 ,  2 0 0 5  F o r m  8 - K
R e p o r t ,  F i l e  N o .  1 - 4 4 7 3

8 / 2 2 / 2 0 0 5

4 . 6 d APS Tenth Supplemental Indenture dated
as of August 1, 2006

4.1 to APS's July 31, 2006 Form 8-K
Report, File No. 1-4473

8 / 3 / 2 0 0 6

4 . 6 e Pinnacle West
APS

Eleventh Supplemental Indenture
dated as of February 26, 2009

4.6e to Pinnacle West/ApS 2014
Form 10-K Report, File Nos. 1-8962
and 1-4473

2 / 2 0 / 2 0 1 5

4.6f Pinnacle West
APS

Twelfth Supplemental Indenture
dated as of August 25, 2011

4.6fto Pinnacle West/APS 2014
Form 10-K Report, File Nos. 1-8962
and 1-4473

2 / 2 0 / 2 0 1 5

4.6g Pinnacle West
APS

Thirteenth Supplemental Indenture
dated as of January 13, 2012

4.6g to Pinnacle West/APS 2014
Form 10-K Report, File Nos. 1-8962
and 1-4473

2 / 2 0 / 2 0 1 5

4.6h Pinnacle West
APS

F o u r t e e n t h  S u p p l e m e n t a l  I n d e n t u r e
dat ed  as  o f  J anuary  10 ,  2014

4.6h to Pinnacle West/APS 2014
Form 10-K Report, File Nos. 1-8962
and 1-4473

2 / 2 0 / 2 0 1 5
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Exhibit
No.

'4,-
Registrant(s) Description Previously Filed as Exhibit: 1 Date Filed

2/20/2015Pinnacle West
APS

Fifteenth Supplemental Indenture
dated as of June 18, 2014

4.6i to Pinnacle West/APS 2014
Font 10-K Report, File Nos. 1-8962
and 1-4473

4.6j Pinnacle West
APS

S i x t e e n t h  S u p p l e m e n t a l  I n d e n t u r e
da t ed  as  o f  J anuary  12 ,  2015

4.6j to Pinnacle West/APS 2014
Form 10-K Report, File Nos. 1-8962
and 1-4473

2/20/2015

4.6k Pinnacle West
APS

S e v e n t e e n t h  S u p p l e m e n t a l  I n d e n t u r e
d a t e d  a s  o f  M a y  1 9 ,  2 0 1 5

4 . 1  t o  P i n n a c l e  W e s t / A P S  M a y  1 4 ,
2 0 1 5  F o r m  8 - K  R e p o r t ,  F i l e  N o s .
1 - 8 9 6 2  a n d  1 - 4 4 7 3

5/19/2015

4 . 6 1 Pinnacle West
APS

Eighteenth Supplemental Indenture
dated as of November 6, 2015

4.1 to Pinnacle West/APS November
3, 2015 Form 8-K Report, File Nos.
1-8962 and 1-4473

l 1/6/2015

4.7 Pinnacle West Second Amended and Restated
Pinnacle West Capital Corporation
Investors Advantage Plan dated as of
June 23, 2004

4 . 4  t o  P innac le  W es t ' s  J une  23 ,  2004
F o r m  8 - K  R e p o r t ,  F i l e  N o .  1 - 8 9 6 2

8 / 9 / 2 0 0 4

4 . 7 a Pinnacle West Third Amended and Restated 4.1 to Pinnacle West's Form S-3
Pinnacle West Capital Corporation Registration Statement
Investors Advantage Plan dated as of No. 333-155641, File No. 1-8962
November 25, 2008

11/25/2008

4.8 Pinnacle West Agreement, dated March 29, 1988,
relating to the filing of instruments
defining the rights of holders of
long-term debt not in excess of 10%
of the Company's total assets

4.1 to Pinnacle West's 1987
Form 10-K Report, File No. 1-8962

3/30/1988

4 . 8 a Pinnacle West
APS

Agreement, dated March 21, 1994,
relating to the filing of instruments
defining the rights of holders of APS
long-term debt not in excess of 10%
of APS's total assets

4.1 to APS's 1993 Form 10-K
Report, File No. 1-4473

3/30/1994

10.1.1 Pinnacle West
APS

Two separate Decommissioning
Trust Agreements (relating to
PVNGS Units 1 and 3, respectively),
each dated July 1, 1991, between
APS and Mellon Bank, N.A., as
Decommissioning Trustee

10.2 to APS's September 30, 1991
Font 10-Q Report, File No. 1-4473

11/14/1991

10.1.la Pinnacle West
APS

Amendment No. 1 to
Decommissioning Trust Agreement
(PVNGS Unit 1), dated as of
December 1, 1994

10.1 to APS's 1994 Form 10-K
Report, File No. 1-4473

3/30/1995

10.1.1b Pinnacle West
APS

Amendment No. 1 to
Decommissioning Trust Agreement
(PVNGS Unit 3), dated as of
December 1, 1994

10.2 to APS's 1994 Form 10-K
Report, File No. 1-4473

3 / 3 0 / 1 9 9 5

10.1.1c Pinnacle West
APS

Amendment No. 2 to APS -
Decommissioning Trust Agreement
(PVNGS Unit 1) dated as of July 1,
1991

10.4 to APS's 1996 Form 10-K
Report , File No. 1-4473

3 / 2 8 / 1 9 9 7

10.1.1d Pinnacle West
APS

Amendment No. 2 to APS
Decommissioning Trust Agreement
(PVNGS Unit 3) dated aS of July 1,
1991

10.6 to APS's 1996 Form 10-K
Report, File No. 1-4473

3 / 2 8 / 1 9 9 7
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Exhibit
No.

'10.1.1e
Registrant(s)

Pinnac le W est
A P S Decommissioning Trust Agreement

March 18, 2002

Description

Amendment No. 3 to the

(PVNGS Unit 1>, dated as of

Previously Filed as Exhibit: a

10.2 to Pinnacle West's March 31,
2002 Form 10-Q Report, File
No. I~8962

Date Filed

5/15/2002

10.1.1f Pinnacle West
APS

Amendment No. 3 to the
Decommissioning Trust Agreement
(PVNGS Unit 3), dated as of
March 18, 2002

10.4 to Pinnacle West's March 2002
Form 10-Q Report, File No. 1-8962

5/15/2002

l0.1.1g Pinnacle West
APS

Amendment No. 4 to the
Decommissioning Trust Agreement
(PVNGS Unit 1), dated as of
December 19, 2003

10.3 to Pinnacle West's 2003
Form 10-K Report, File No. 1-8962

3/15/2004

l0.1.1h Pinnacle West
APS

Amendment No. 4 to the
Decommissioning Trust Agreement
(PVNGS Unit 3), dated as of
December 19, 2003

10.5 to Pinnacle West's 2003
Form 10-K Report, File No. 1-8962

3/15/2004

10.l.1i Pinnacle West
APS

Amendment No. 5 to the
Decommissioning Trust Agreement
(PVNGS Unit 1), dated as of May 1,
2007

10.1 to Pinnacle West/APS
March31, 2007 Form 10-Q Report,
File Nos. 1-8962 and 1-4473

5/9/2007

I0.1.1j Pinnacle West
APS

Amendment No, 5 to the
Decommissioning Trust Agreement
(PVNGS Unit 3), dated as of May 1,
2007

10.2 to Pinnacle West/APS
March 31, 2007 Form 10-Q Report,
File Nos. 1-8962 and 104473

5/9/2007

10.1.2 Pinnacle West
APS

Amended and Restated
Decommissioning Trust Agreement
(PVNGS Unit 2) dated as of
January 31, 1992, among APS,
Mellon Bank, N.A., as
Decommissioning Trustee, and State
Street Bank and Trust Company, as
successor to The First National Bank
oflBoston, as Owner Trustee under
two separate Trust Agreements, each
with a separate Equity Participant,
and as Lessor under two separate
Facility Leases, each relating to an
undivided interest in PVNGS Unit 2

10.1 to Pinnacle West's 1991
Form 10-K Report, File No. 1-8962

3/26/1992

10.1.2a Pinnacle West
APS

First Amendment to Amended and
Restated Decommissioning Trust
Agreement (PVNGS Unit 2), dated
as of November 1, 1992

10.2 to APS's 1992 Form 10-K
Report, File No. 1-4473

3/30/1993

10.1.2b Pinnacle West
APS

Amendment No. 2 to Amended and
Restated Decommissioning Trust
Agreement (PVNGS Unit 2), dated
as of November 1, 1994

10.3 to APS's 1994 Form 10-K
Report, File No. 1-4473

3/30/1995

10.1.2c Pinnacle West
APS

Amendment No. 3 to Amended and
Restated Decommissioning Trust
Agreement (PVNGS Unit 2), dated
as of June 20, 1996

10.1 to APS's June 30, 1996
Form I0-Q Report, File No. 1-4473

8/9/1996

10.1.2d Pinnacle West
APS

Amendment No. 4 to Amended and
Restated Decommissioning Trust
Agreement (PVNGS Unit 2) dated as
of December 16, 1996

APS 10.5 to APS's 1996 Form 10-K
Report, File No. 1-4473

3/28/1997
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Exhibit
No.

110.1.2e
Registrant(s)

Pinnac le W est
A P S

Description
Amendment No. 5 to the Amended
and Restated Decommissioning Trust
Agreement (PVNGS Unit  2),  dated
as of June 30, 2000

Previously Filed as Exhibit: I

10.1 to Pinnacle West's March 31,
2002 Form 10-Q Report,  File
No.  1-8962

Date Filed

5/15/2002

10.1.2f Pinnacle West
APS

Amendment No. 6 to the Amended 10.3 to Pinnacle West's March 31,
and Restated Decommissioning Trust  2002 Form 10-Q Report, Fi le
Agreement (PVNGS Unit  2),  dated No.  1-8962
as of March 18, 2002

5/15/2002

10.l.2g Pinnacle West
APS

Amendment No. 7 to the Amended 10.4 to Pinnacle West's 2003
and Restated Decommissioning Trust  Form 10-K Report ,  Fi le No. 1-8962
Agreement (PVNGS Unit  2),  dated
as of December 19, 2003

3/15/2004

10.1.2h Pinnacle West
APS

Amendment No. 8 to the Amended 10.1 .2h to Pinnacle West's 2007
and Restated Decommissioning Trust  Form 10-K Report ,  Fi le No. 1-8962
Agreement (PVNGS Unit  2),  dated
as of  Apri l  l ,  2007

2/27/2008

10.2.1" Pinnacle West
APS

Arizona Public Service Company
Deferred Compensation Plan, as
restated, effective January l, 1984,
and the second and third
amendments thereto, dated
December 22, 1986, and
December 23, 1987, respectively

10.4 to APS's 1988 Form 10-K
Report,  File No. 1-4473

3/8/1989

10.2.1a" Pinnacle West
APS

Third Amendment to the Arizona
Public Service Company .Deferred
Compensation Plan, effective as of
January 1, 1993

l0.3A to APS's 1993 Form 10-K
Report, File No. 1-4473

3/30/1994

'10.2.1b~ Pinnacle West
APS

Fourth Amendment to the Arizona
Public Service Company Deferred
Compensation Plan effective as of
May 1,  1993

10.2 to APS's September 30, 1994
Form 10-Q Report,  Fi le No. 1-4473

11/10/1994

10.2.lc" Pinnacle West
APS

Fifth Amendment to the Arizona
Public Service Company Deferred
Compensation Plan effective
January 1, 1997

10.3A to APS's 1996 Form 10-K
Report, File No. 1-4473

3/28/1997

10.2.1d" Pinnacle West
APS

Sixth Amendment to the Arizona
Public Service Company Deferred
Compensation Plan effective
January 1, 2001

10.8A to Pinnacle West's 2000
Form l0-K Report ,  Fi le No.  1-8962

3/14/2001

l0.2.2" Pinnacle West
APS

Arizona Public Service Company
Directors ' Deferred Compensation
Plan, as restated, effective January 1,
1986

10.1 to APS's June 30, 1986
Form 10-Q Report, File No. 1-4473

8/13/1986

l0.2.2a" Pinnacle West
APS

Second Amendment to the Arizona
Public Service Company Directors'
Deferred Compensation Plan,
effective as of January 1, 1993

10.2A to APS's 1993 Form 10-K
Report,  File No. 1-4473

3/30/1994

l0.2.2b" Pinnacle West
APS

Third Amendment to the Arizona
Public Service Company Directors'
Deferred Compensation Plan,
effective as of May 1, 1993

10.1 to APS's September 30, 1994
Form 10-Q Report, File No. 1-4473

11/10/1994

10.2.2c" Pinnacle West
APS

Fourth Amendment to the Arizona
Public Service Company Directors
Deferred Compensation Plan,
effective as of January 1, 1999

10.8A to Pinnacle West's 1999
Form 10-K Report, File No. 1-8962

3/30/2000
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Exhibit
No.

l0.2.3"

Registrant(s)

Pinnac le W est
A P S

Description

Trust for the Pinnacle West Capital
Corporat ion, Arizona Public Service
Company and SucCor Development
Company Deferred Compensation
Plans dated August 1, 1996

Previously Filed as Exhibit: A

10.14A to Pinnacle West 's 1999
Form 10-K Report, File No. 1-8962

Date Filed

3/30/2000

l0.2.3a" Pinnacle West
AP S

First Amendment dated December 7,
1999 to the Trust for the Pinnacle
West Capital Corporat ion, Arizona
Public Service Company and SunCor
Development Company Deferred
Compensation Plans

10.15A to Pinnacle West's 1999
Form 10-K Report, File No. 1-8962

3/30/2000

l0.2.4" Pinnacle West
AP S

Pinnacle West Capital Corporation,
Arizona Public Service Company,
SucCor Development Company and
El Dorado Investment Company
Deferred Compensation Plan as
amended and restated effective
January l ,  1996

10.10A to APS's 1995 Form 10-K
Report, File No. 1-4473

3/29/1996

10.2.4a" Pinnacle West
AP S

First Amendment effect ive as of
January 1, 1999, to the Pinnacle
West Capital Corporat ion, Arizona
Public Service Company, SunCor
Development Company and El
Dorado Investment Company
Deferred Compensation Plan

10.7A to Pinnacle West's 1999 Form
10-K Report, File No. 1-8962

3/30/2000

10.2.4b" Pinnacle West
AP S

Second Amendment effective
January 1, 2000 to the Pinnacle West
Capital Corporation, Arizona Public
Service Company, SunCor
Development Company and El
Dorado Investment Company
Deferred Compensation Plan

10.lOA to Pinnacle West's 1999
Form 10-K Report, File No. 1-8962

3/30/2000

10.2.4c*' Pinnacle West
AP S

Third Amendment to the Pinnacle
West Capital Corporation, Arizona
Public Service Company, SunCor
Development Company and El
Dorado Investment Company
Deferred Compensation Plan,
effective as of January 1, 2002

10.3 to Pinnacle West's March 31,
2003 Form 10-Q Report, File No.
1-8962

5/15/2003

10.2.4d" Pinnacle West
AP S

Fourth Amendment to the Pinnacle
West Capital Corporat ion, Arizona
Public Service Company, SunCor
Development Company and El
Dorado Investment Company
Deferred Compensation Plan,
effective January l,  2003

10.64 to Pinnacle West/APS 2005
Form 10-K Report,  File Nos. 1-8962
and 1-4473

3/13/2006

l0.2.5" Pinnacle West
AP S

Deferred Compensation Plan of 2005
for Employees of Pinnacle West
Capital Corporat ion and Aff i l iates
(as amended and restated effective
January 1, 2016)

10.3.1" Pinnacle West
AP S

Pinnacle West Capital Corporation
Supplement Excess Benefit
Retirement Plan, amended and
restated as of January 1, 2003

l0.7A to Pinnacle West's 2003
Form 10-K Report, File No. 1-8962

3/15/2004
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Exhibit
No.

'10.3.la"
Registrant(s)

Pinnacle West
A P S

Description

Pinnac le  West  Capi tal  Corporat ion
Supplemental  Excess  Benef i t
Ret i rement  P lan ,  as  amended  and
restated ,  dated  December 18,  2003

Previously Filed as Exhibit: o

1 0 . 4 8 h  t o  P i n n a c l e  W e s t / A P S  2 0 0 5
F o r m  1 0 - K  R e p o r t ,  F i l e  N o s .  1 - 8 9 6 2
a n d  1 - 4 4 7 3

Date Filed

3 / 1 3 / 2 0 0 6

l0.3.2" Pinnacle West
A P S

Pinnacle West Capital Corporation
Supplemental Excess Benefit
Retirement Plan of 2005 (as
amended and restated effective
January 1,2016)

10.4.1" APS L e t t e r  A g r e e m e n t  d a t e d
D e c e m b e r  2 0 ,  2 0 0 6  b e t w e e n  A P S
and  R anda l l  K .  D od ing t on

10.78 to  P innac le  West/APS 2006
Form 10-K Report ,  F i l e  Nos.  1-8962
and  1-4473

2/28/2007

10.4.2" APS Letter Agreement dated July 22,
2008 between APS and Randall K.
Edington

10.3 to P innac le  West/APS June 30,
2008 Form 10-Q Report ,  F i l e
No .  1-4473

8/7/2008

10.4.3*~ Pinnacle West
A PS

L e t t e r  A g r e e m e n t  d a t e d  J u n e  1 7 ,
2 0 0 8  b e t w e e n  P i n n a c l e  W e s t / A P S
and  J am es  R .  H a t f i e l d

1 0 . 1  t o  P i n n a c l e  W e s f / A P S June 3 0 ,
2 0 0 8  F o r m  1 0 - Q  R e p o r t ,  F i l e  N o s .
1 - 8 9 6 2  a n d  1 - 4 4 7 3

8/7/2008

10.4_4b A P S S u p p l e m e n t a l  A g r e e m e n t  d a t e d
D e c e m b e r  2 6 ,  2 0 0 8  b e t w e e n  A P S
a n d  R a n d a l l  K .  E d i n g t o n

10.4.10 to  P innac le  West/APS 2008
Form 10-K Report ,  F i l e  No.  1-4473

2/20/2009

10.4_5» A PS Description of 2010 Palo Verde
Specific Compensation Opportunity
for Randall K. Edington

10.4.13 to  P innac l e  West/APS 2009
Form 10-K Report ,  F i l e  Nos.  1-8962
and  1-4473

2/19/2010

10.4.6b Pinnacle West Letter Agreement dated May 21,
2009, between Pinnacle West and
David P. Falck

10.4 to Pinnacle West/APS
March 31, 2010 Form 10-Q Report,
File No. 1-8962

5/6/2010

10.4.7" A P S Supplemental  Agreement  dated
June  19,  2012 be tween  APS and
Randal l  K. Ed ington

10.1 to P innac le  West/APS June 30,
2012 Form 10-Q Report  F i l e  Nos.
1-8962 and  1-4473

8/2/2012

10.4.8*' A P S Description of 2016 Palo Verde
Specific Compensation Opportunity
for Randall K. Edington

Pinnac le  West/APS December 15,
2015 Form 8-K Report ,  F i l e
No .  1-4473

12/21/2015

10.4.9" A P S Supplemental  Agreement  dated
December  14,  2014 be tween  APS
and Randal l  K. Ed ington

10.4.9 to  P innac le  West/APS 2014
Form 10-K Report ,  F i l e  Nos.  1-8962
and  1-4473

2 / 2 0 / 2 0 1 5

10.5_1hd Pinnac le  West
A P S

K e y  E x e c u t i v e  E m p l o y m e n t  a n d
S e v e r a n c e  A g r e e m e n t  b e t w e e n
P innac le  W es t  and  c e r t a i n  ex ec u t i v e
o f f i c e r s  o f  P innac le  W es t  and  i t s
s ubs id i a r i es

10.77 to  P innac le  West/APS 2005
Form 10-K Report ,  F i l e  Nos.  1-8962
and  1-4473

3 / 1 3 / 2 0 0 6

l0.5.la"" Pinnac le  West
A P S

Form of Amended and Restated Key
Executive Employment and
Severance Agreement between
Pinnacle West and certain officers of
Pinnacle West and its subsidiaries

10.4 to P innac le  West/APS
September  30,  2007 Form 10-Q
Report ,  F i l e  Nos ,  1-8962 and  1-4473

1 1 / 6 / 2 0 0 7

l0 . 5 . 2 " " Pinnac l e  West
A P S

Form of Key Executive Employment
and Severance Agreement between
Pinnacle West and certain officers of
Pinnacle West and its subsidiaries

1 0 . 3  t o  P i n n a c l e  W e s t / A P S
S e p t e m b e r  3 0 ,  2 0 0 7  F o r m  1 0 - Q
R e p o r t ,  F i l e  N o s .  1 - 8 9 6 2  a n d  1 - 4 4 7 3

11/6/2007
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Exhibit
No.

I 10.5.3*~
Registrant(s)

Pinnacle West
A P S

Description
Form of  Key Execut ive Employment
and Severance Agreement between
Pinnacle West and certain off icers of
Pinnacle West and its subsidiaries

Previously Filed as Exhibit: a

10.5.3 to Pinnacle West/APS 2009
Form 10-K Report, File Nos. 1-8962
and 1-4473

Date Filed

2/ 19/2010

10.5.4"" Pinnacle West
APS

Form of Key Executive Employment
and Severance Agreement between
Pinnacle West and certain officers of
Pinnacle West and its subsidiaries

10.5.4 to Pinnacle West/APS 2012
Form l0-K, File Nos. 1-8962 and
1-4473

2/22/2013

10.6.1" Pinnacle West Pinnacle West Capital Corporation
2007 Long-Term Incentive Plan

Appendix B to the Proxy Statement
for Pinnacle West's 2007 Annual
Meeting of Shareholders, File
No.  1-8962

4/20/2007

10.6.1a" Pinnacle West First Amendment to the
Pinnacle West Capital Corporat ion
2007 Long-Term Incent ive Plan

10.2 to Pim1acIe West/APS April 18,
2007 Form 8-K.Report, File
No. 1-8962

4/20/2007

10;6.1b"" Pinnacle West
APS

Performance Share Agreement under
the Pinnacle West Capital
Corporat ion 2007 Long-Term
Incent ive Plan

10.3 to Pinnacle West/APS
March31, 2009 Form 10-Q Report,
File Nos. 1-8962 and 1-4473

5/5/2009

10.6.1c"" Pinnacle West Form of Performance Share
Agreement under the Pinnacle West
Capital Corporation 2007 Long-
Term Incentive Plan

10.1 to Pinnacle West/APS June 30,
2010 Form 10-Q Report, File
No. 1-8962

8/3/2010

l0.6.1d"" Pinnacle West Form of Restricted Stock Unit
Agreement under the Pinnacle West
Capital Corporat ion 2007 Long-
Term Incentive Plan

10.2 to Pinnacle West/APS June 30,
2010 Form 10-Q Report, File
No. 1-8962

8/3/2010

10.6.1e"" Pinnacle West Form of Performance Share
Agreement under the Pinnacle West
Capital Corporation 2007 Long-
Term Incentive Plan

10.4 to Pinnacle West/APS
March31, 2011 Form 10-Q Report,
File No. 1-8962

4/29/2011

10_6.1fLd Pinnacle West Form of Restricted Stock Unit
Agreement under the Pinnacle West
Capital Corporation 2007 Long-
Term Incentive Plan

10.5 to Pinnacle West/APS
March 31, 2011 Form 10-Q Report,
File No. 1-8962

4/29/2011

10.6.lg"" Pinnacle West Form of Restricted Stock Unit
Agreement under the Pinnacle West
Capital Corporation 2007 Long-
Term Incentive Plan (Supplemental
2010 Award)

10.6 to Pinnacle West/APS
March 31, 2011 Form 10-Q Report,
File No. 1-8962

4/29/2011

10.6.2" Pinnacle West Descript ion of Annual Stock Grants
to Non-Employee Directors

10.1 to Pinnacle West/APS
September 30, 2007 Form 10-Q
Report, File No. 1-8962

l 1/6/2007

10.63" Pinnacle West Descript ion of Annual Stock Grants
to Non-Employee Directors

10.2 to Pinnacle West/APS June 30,
2008 Form 10-Q Report, File
No. 1-8962

8/7/2008

10.6.4b~1 Pinnacle West
APS

Summary of 2016 CEO Variable
Incentive Plan and Officer Variable
Incentive Plan

10.6.5 Pinnacle West Description of Restricted Stock Unit
Grant to Donald E. Brandt

Pinnacle West/APS December 24,
2012 Form 8-K Report, File
No. 1-8962

12/26/2012
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Exhibit
No.

'10.6.6b
Registrant(s)

Pinnac le  West
A P S

Description

Pinnacle West Capital Corporation
2012 Long-Term Incentive Plan

Previously Filed as Exhibit: A

Appendix A to the Proxy Statement
for Pinnacle West's 2012 Annual
Meeting of Shareholders, File
No.  1-8962

Date Filed

3/29/2012

10.6.6a"" Pinnacle West Form of Performance Share A ward
Agreement under the Pinnacle West
Capital Corporat ion 2012 Long-
Term Incentive Plan

10.1 to Pinnacle West/APS
March31, 2012 Form 10-Q Report,
File Nos. 1-8962 and 1-4473

5/3/2012

l0.6.6b"" Pinnacle West Form of Restricted Stock Unit  Award
Agreement under the Pinnacle West
Capital Corporat ion 2012 Long-
Term Incentive Plan

10,2 to Pinnacle West/APS
March 31, 2012 Form 10-Q Report,
File Nos. 1-8962 and 1-4473

5/3/2012

10.6.6c"" Pinnacle West Form of Performance Share Award
Agreement under the Pinnacle West
Capital Corporat ion 2012 Long-
Term Incentive Plan

10.6.80 to P innac le  West/APS 2013
Form 10-K Report, Fi l e  Nos .  1-8962
and  1-4473

2/21/2014

10.6.6d"" Pinnacle West 10.6.8d  to  P innac le  West/APS 2013
Form 10-K Report ,  F i l e  Nos.  1-8962
and  1-4473

2/21/2014

10.6.6e"" Pinnacle West

Form of Restricted Stock Unit  Award
Agreement under the Pinnacle West
Capital Corporat ion 2012 Long-
Term Incentive Plan

Form of Performance Share Award
Agreement under the Pinnacle West
Capital Corporat ion 2012 Long-
Term Incentive Plan

10.6.6f"" Pinnacle West Master Amendment to Performance
Share Agreements

10.3 to P innacle  West/APS
March 31,  2012 Form 10-Q Report ,
F i l e  Nos .  1-8962 and  1-4473

5/3/2012

10.6.6g"" Pinnacle West Master Amendment to Restricted
Stock Unit Agreements

10.4 to Pinnacle  West/APS
M arch31,  2012 F orm 10-Q  Repor t ,
F i l e  Nos .  1-8962 and  1-4473

5/3/2012

10 .7 .1 P innac le  West
AP S

Indenture of Lease with Navajo
Tribe of lndians, Four Comers Plant

5.01 to APS's Form S-7 Registration
Statement, File No. 2-59644

9/1/1977

10 . 7 . 1 a Pinnac le  West
A P S

Supplemental and Additional
Indenture of Lease, including
amendments and supplements to
original lease with Navajo Tribe of
Indians, Four Corners Plant

5.02 to APS's Form S-7 Registration
Statement, File No. 2-59644

9/1/1977

10 .7 .1b P innac l e  West
A P S

Amendment and Supplement No. I
to Supplemental and Additional
Indenture of Lease Four Corners,
dated April 25, 1985

10.36 to Pinnacle West's Registration
Statement on Form 8-B Report, File
No. 1-8962

7/25/1985

10 .7 . 1c P innac le  West
A P S

Amendment and Supplement No. 2
to Supplemental and Addit ional
Indenture of Lease with the Navajo
Nation dated March 7, 2011

10.1 to P innacle  West/APS
March 31,  2011 Form 10-Q Report ,
F i l e  Nos .  1-8962 and  1-4473

4/29/2011

10 .7 .1d P innac le  West
A P S

Amendment and Supplement No. 3
to Supplemental and Addit ional
Indenture of Lease with the Navajo
Nat ion dated March 7, 2011

10.2 to P innacle  West/APS
March 31,  2011 Form 10-Q Report ,
F i l e  Nos .  1-8962 and  1-4473

4/29/201 I

10 .7 .2 P innac le  West
A P S

Application and Grant of multi-party
rights-of-way and easements, Four
Corners Plant Site

5.04 to APS's Form S-7 Registration
Statement, File No. 2-59644

9/1/1977
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Exhibit
No.

'10.7.2a
Registrant(s)

P i n n a c l e  W e s t
A P S

Description

Applicat ion and Amendment No. 1
to Grant of  mult i-party rights-of-way
and easements, Four Comers Site
dated April 25, 1985

Previously Filed as Exhibit: A .
10.37 to Pinnacle West's Registration
Statement on Form 8-B, File
No.  1-8962

Date Filed

7 / 2 5 / 1 9 8 5

10.7.3 Pinnacle West
APS

9/1/1977Appl icat ion and Grant  ofAPS rights- 5.05 to APS's Form S-7 Registration
of-way and easements, Four Comers
Site

Statement, File No. 2-59644

10.7.3a Pinnacle West
APS

Appl icat ion and Amendment No. 1
to Grant of APS rights-of-way and
easements, Four Comers Site dated
Apri l  25,  1985

10 . 38  t o  P innac le  W es t ' s  R eg i s t r a t i on
S t a t e m e n t  o n  F o r m  8 - B ,  F i l e
N o .  1 - 8 9 6 2

7/25/1985

l0.7.4a Pinnacle West
APS

Four Corners Project Co-Tenancy
Agreement Amendment No. 6

10.7 to Pinnacle West's 2000
Form 10-K Report ,  Fi le No. 1-8962

3/14/2001

10.7.4b Pinnacle West
APS

5/2/2014Four Comers Project Co-Tenancy
Agreement Amendment No. 7, dated
December 30, 2013, among APS, EI
Paso Electric Company, Public
Serv ice Company of  New Mexico,
SRP, SCE, and Tucson Electric
Power Company

10.3 to Pinnacle West/APS March

Nos. 1-8962 and 1-4473
31, 2014 Form 10-Q Report, File

10.8.1 Pinnacle West
APS

Indenture of Lease, Navajo Units 1,
2, and 3

5(g) to APS's Form S-7 Registrat ion
Statement, File No. 2-36505

3/23/1970

10.8.2 Pinnacle West
APS

Applicat ion of  Grant of  rights-of-
way and easements, Navajo Plant

5(h) to APS Form S-7 Registration
Statement, File No. 2-36505

3/23/1970

10.8.3 Pinnacle West
APS

Water Service Contract Assignment 5(1) to APS's Form S-7 Registration
with the United States Department of Statement, File No. 2-394442
Interior, Bureau of Reclamation,
Navajo Plant

3/16/1971

10.8.4 Pinnacle West
APS

N a v a j o  P r o j e c t  C o - T e n a n c y
A g r e e m e n t  d a t e d  a s  o f  M a r c h  2 3 ,
1976 ,  and  S upp l em en t  N o .  1  t he r e t o
da t ed  as  o f  Oc t obe r  18 ,  1976 ,
A m e n d m e n t  N o .  1  d a t e d  a s  o f  J u l y  5 ,
1 9 8 8 ,  a n d  A m e n d m e n t  N o .  2  d a t e d
a s  o f  J u n e  1 4 ,  1 9 9 6 ;  A m e n d m e n t
N o . 3 dated as  o f  FebrL1ary  11,  1997,
A m e n d m e n t  N o .  4  d a t e d  a s  o f
J a n u a r y  2 1 ,  1 9 9 7 ,  A m e n d m e n t  N o .  5
da t ed  as  o f  J anuary  23 ,  1998 ;
A m e n d m e n t  N o .  6  d a t e d  a s  o f
J u l y 3 1 ,  1 9 9 8

10.107 to Pinnacle West/APS 2005
Form 10-K Report, File Nos. 1-8962
and 1-4473

3/13/2006

10.8.5 Pinnacle West
APS

N a v a j o  P r o j e c t  P a r t i c i p a t i o n
A g r e e m e n t  d a t e d  a s  o f
Sep t em ber  30 ,  1969 ,  and
A m e n d m e n t  a n d  S u p p l e m e n t  N o .  1
da t ed  as  o f  J anuary  16 ,  1970 ,  and
C o o r d i n a t i n g  C o m m i t t e e  A g r e e m e n t
N o .  1  da t ed  as  o f  Sep t em ber  30 ,
1 9 7 1

10.108 to Pinnacle West/APS 2005
Form 10-K Report, File Nos. 1-8962
and 1-4473

3 / 1 3 / 2 0 0 6

10.9.1 Pinnacle West
APS

ANPP Part ic ipat ion Agreement,
dated August 23, 1973, among APS,
SRP, SCE, Public Service Company
of New Mexico, EI Paso, Southern
Cali fornia Publ ic  Power Authori ty ,
and Department of Water and Power
of the City of Los Angeles, and
amendments 1-12 thereto

10. 1 to APS's 1988 Form 10-K
Report, File No. 1-4473

3 / 8 / 1 9 8 9
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Exhibit
No.

'10.9.1a
Registrant(s)

Pinnac le  West
A P S

Description

Amendment No. 13, dated as of
Apri l  22,  1991, to ANPP
Participation Agreement, dated
August 23, 1973, among APS, SRP,
SCE, Public Service Company of
New Mexico,  EI  Paso,  Souther
Cal i fornia Publ ic  Power Authori ty ,
and Department of Water and Power
of the c ity of  Los Angeles

Previously Filed as Exhibit: a

10 .1  t o  AP S ' s  M arc h 31 ,  1991
Form 10-Q Report ,  F i l e  No. 1-4473

Date Filed

5/15/1991

l0.9.1b Pinnacle West
A PS

Amendment No.  14 to ANPP
Participation Agreement, dated
August 23, 1973, among APS, SRP,
SCE, Public Service Company of
New Mexico, El Paso, Southern
Cali fornia Publ ic  Power Authori ty ,
and Department of Water and Power
of the c i ty  of  Los Angeles

99.1 to Pinnacle West's June 30,
2000 Form 10-Q Report, File
No. 1-8962

8/14/2000

10 .9 . 10 Pinnac le  West
A P S

Amendment No. 15, dated
November 29, 2010, to ANPP
Participation Agreement, dated
August 23, 1973, among APS, SRP,
SCE, Public Service Company of
N e w Mexico, El Paso, Southern
Cali fornia Publ ic  Power Authori ty ,
and Department of Water and Power
of the City of Los Angeles

10.9.Ic to Pinnacle West/APS 2010
Form 10-K Report, File Nos. 1-8962
and 1-4473

2/18/2011

10.9.ld Pinnac le  West
AP S

Amendment No. 16, dated April 28,
2014, to ANPP Participation
Agreement, dated August 23, 1973,
among APS, SRP, SCE, Public
Service Company of New Mexico,
El Paso, Southern California Public
Power Authority, and Department of
Water and Power of the City of Los
Angeles

10.2 to  P innac le  West/APS March
31,  2014 Form 10-Q Report ,  F i l e
Nos .  1-8962 and  1-4473

5/2/2014

10 .10 .1 P innac le  West
A P S

Asset Purchase and Power Exchange
Agreement dated September 21,
1990 between APS and PacifiCorp,
as amended as of October 11, 1990
and as of July 18, 1991

10.1 to APS's June 30, 1991
Form 10-Q Report, File No. 1-4473

8/8/1991

10 .10 .2 P innac le  West
A P S

Long-Term Power Transaction
Agreement dated September 21,
1990 between APS and PacifiCorp,
as amended as of October 11, 1990,
and as ofJuly 8, 1991

10.2 to APS's June 30, 1991
Form 10-Q Report, File No. 1-4473

8/8/1991

10 . 10 . 2a P innac le  West
A P S

Amendment No. 1 dated Apri l  5,
1995 to the Long-Term Power
Transaction Agreement and Asset
Purchase and Power Exchange
Agreement between Pacif iCorp and
APS

10.3 to APS's 1995 Form 10-K
Report, File No. 1-4473

3/29/1996

10 .10 .3 Pinnac le  West
A P S

Restated Transmission Agreement
between PacifiCorp and APS dated
April 5, 1995

10.4 to  APS ' s  1995 Form 10-K
Report ,  F i l e  No. 1-4473

3/29/1996
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Exhibit
No.

g 10.10.4
Registrant(s)

Pinnac le W est
A P S

Description

Contract among Pacif iCorp, APS and
DOE Western Area Power
Administrat ion, Salt  Lake Area
Integrated Projects for Firm
Transmission Service dated May 5,
1995

Previously Filed as Exhibit: .

1 0 . 5  t o  A P S ' s  1 9 9 5  F o r m  1 0 - K
R e p o r t ,  F i l e  N o .  1 - 4 4 7 3

Date Filed

3 / 2 9 / 1 9 9 6

10.10.5 Pinnacle West
APS

Reciprocal Transmission Service
Agreement between APS and
Pacif iCorp dated as of March 2,
1994

10.6 to APS's 1995 Form 10-K
Report, File No. 1-4473

3/29/1996

10.11.1 Pinnacle West
APS

Five-Year Credit Agreement dated as
of May 9, 2014, among APS, as
Borrower, Barclays Bank PLC, as
Agent and Issuing Bank, and the
lenders and other parties thereto

10 . 3  t o  P i nnac l e  W es t / APS  J une  30 ,
2 0 1 4  F o r m  1 0 - Q  R e p o r t ,  F i l e  N o s .
1 - 8 9 6 2  a n d  1 - 4 4 7 3

7/31/2014

10.11.2 Pinnacle West Term Loan Agreement dated as of
December 31, 2014 among Pinnacle
West, as Borrower, JPMorgan Chase
Bank, N.A., as Agent, U.S. Bank
Association, as Syndication Agent,
TD Bank,  N.A. ,  The Bank of  Nova
Scotia and The Bank of Tokyo-
Mitsubishi UFJ, Ltd.,  as Co-
Documentation Agents, and such
inst itut ions compromising the
lenders party thereto

1 0 . 1 1 . 2  t o  P i n n a c l e  W e s t / A P S  2 0 1 4
F o r m  1 0 - K  R e p o r t ,  F i l e  N o s .  1 - 8 9 6 2
a n d  1 - 4 4 7 3

2/20/2015

10.113 Pinnacle West Five-Year Credit Agreement, dated
as of May 9, 2014, among Pinnacle
West, as Borrower, Barclays Bank
PLC, as Agent and Issuing Bank, and
the lenders and other parties thereto

10.4 to Pinnacle West/APS June 30,
2014 Form 10-Q Report, File Nos.
1-8962 and 1-4473

7/31/2014

10.11.4 Pinnacle West
APS

Reimbursement Agreement among
APS, the Banks party thereto, and
IPMorgan Chase Bank, N.A., as
Administrat ive Agent and Issuing
Bank, dated as of April 16, 2010

10.2 to Pinnacle West/APS
March 31, 2010 Form 10-Q Report,
File Nos. 1-8962 and 1-4473

5/6/2010

l0.1l.4a Pinnacle West
APS

A m e n d m e n t  N o .  1  t o  t h e
R e i m b u r s e m e n t  A g r e e m e n t  a m o n g
APS,  t he  Bank s  pa r t y  t he re t o ,  and
J P M o r g a n C h a s e B a n k ,  N . A . ,  a s
A d m i n i s t r a t i v e  A g e n t  a n d  I s s u i n g
B a n k ,  d a t e d  D e c e m b e r  2 2 ,  2 0 1 1

10.11 .5a to Pinnacle West/APS 2011
Form 10-K Report, File Nos. 1-8962
and 1-4473

2 / 2 4 / 2 0 1 2

10.11.5 Pinnacle West
APS

Reimbursement Agreement among
APS, the Banks party thereto, and
JPMorgan Chase Bank, N.A., as
Administrat ive Agent and Issuing
Bank, dated as of April 16, 2010

10.3 to Pinnacle West/APS
March 31, 2010 Form 10-Q Report,
File Nos. 1-8962 and 1-4473

5/6/2010

10.l1.5a Pinnacle West
APS

Amendment No. 1 to the
Reimbursement Agreement among
APS, the Banks party thereto, and
JPMorgan Chase Bank, N.A., as
Administrat ive Agent and Issuing
Bank, dated December 22, 2011

10.11 .6a to Pinnacle West/APS 2011
Form 10-K Report, File Nos. 1-8962
and 1-4473

2 / 2 4 / 2 0 1 2

10.11.6 APS Five-Year Credit Agreement dated as
of September 2, 2015 among APS, as
Borrower, Barclays Bank PLC, as
Agent and Issuing Bank, and the
lenders and other parties thereto

1 0 . 1  t o  P i n n a c l e  W e s t / A P S
S e p t e m b e r  3 0 ,  2 0 1 5  F o r m  1 0 - Q
R e p o r t ,  F i l e  N o s .  1 - 8 9 6 2  a n d  1 - 4 4 7 3

1 0 / 3 0 / 2 0 1 5
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Exhibit
No.

• 1 0 . 1 1 . 7
Registrant(s)

A P S

Description Previously Filed as Exhibit: a

T e r m  L o a n  A g r e e m e n t  d a t e d  a s  o f 10 . 1  t o  P innac le  W es t / APS J une  30 ,
J u n e  2 6 ,  2 0 1 5  a m o n g  A P S ,  a s 2 0 1 5  F o r m  1 0 - Q  R e p o r t ,  F i l e  N o s .
B o r r o w e r ,  T o r o n t o  D o m i n i o n  ( T e x a s ) 1 - 8 9 6 2  a n d  1 - 4 4 7 3
L L C ,  a s  A g e n t ,  C i t i b a n k ,  N . A . ,  a s
S y n d i c a t i o n  A g e n t ,  a n d  s u c h
i n s t i t u t i o n s  c o m p r o m i s i n g  t h e
lenders  pa r t y  t he re t o

Date Filed

7 / 3 0 / 2 0 1 5

10.12.1= Pinnacle West
A P S

F ac i l i t y  Leas e ,  da t ed  as  o f  Augus t  1 ,
1986 ,  be t w een  U . S .  Bando  N a t iona l
As s oc ia t ion ,  s uc c es s or  t o  S t a t e  S t ree t
B a n k  a n d  T r u s t  C o m p a n y ,  a s
s uc c es s o r  t o  T he  F i r s t  N a t i ona l  Bank
o f  Bos t on ,  i n  i t s  c apac i t y  as  Ow ne r
T rus t ee ,  as  Lessor ,  and APS,  as
L e s s e e

4.3 to APS's Form 18 Registration
Statement, File No. 33-9480

10/24/1986

10.12.1a° Pinnacle West
AP S

A m e n d m e n t  N o .  1 ,  d a t e d  a s  o f
N o v e m b e r  1 ,  1 9 8 6 ,  t o  F a c i l i t y  L e a s e ,
d a t e d  a s  o f  A u g u s t  I ,  1 9 8 6 ,  b e t w e e n
U . S .  B a n k  N a t i o n a l  A s s o c i a t i o n ,
successor  t o  S ta te  S t ree t  Bank  and
T rus t  C om pany ,  as  s uc c es s o r  t o  T he
F i r s t  N a t i o n a l  B a n k  o f  B o s t o n ,  i n  i t s
c apac i t y  as  Ow ner  T rus t ee ,  as
Les s or ,  and  APS,  as  Les s ee

1 0 . 5  t o  A P S ' s  S e p t e m b e r  3 0 ,  1 9 8 6
F o r m  1 0 - Q  R e p o r t  b y  m e a n s  o f
A m e n d m e n t  N o .  1  o n  D e c e m b e r  3 ,
1 9 8 6  F o r m  8 ,  F i l e  N o .  1 - 4 4 7 3

12/4/1986

10.12.1b° Pinnacle West
AP S

A m e n d m e n t  N o .  2  d a t e d  a s  o f
J une  1 ,  1987  t o  F ac i l i t y  Leas e  da t ed
as  o f  Augus t  1 ,  1986  be t w een  U . S .
B a n k  N a t i o n a l  A s s o c i a t i o n ,
s uc c es s or  t o  S t a t e  S t ree t  Bank  and
T rus t  C om pany ,  as  s uc c es s o r  t o  T he
F i r s t  N a t i o n a l  B a n k  o f  B o s t o n ,  a s
Les s or ,  and  APS,  as  Les s ee

10.3  to APS's 1988 Form 10-K
Report, File No. 1-4473

3/8/1989

l0.l2.1c° Pinnacle West
AP S

Amendment No. 3 ,  da ted as of
March 17, 1993, to Facility Lease,
dated as of August 1, 1986, between
U.S. Bank National Association,
successor to State Street Bank and
Trust Company, as successor to The
First National Bank of Boston, as
Lessor,  and APS, as Lessee

10.3  to APS's 1992 Form 10-K
Report, File No. 1-4473

3/30/1993

1 0 . l2 . ld° Pinnacle West
AP S

Amendment No. 4, dated as of
September 30, 2015, to Facility
Lease, dated as of August 1, 1986,
between U.S. Bank National
Association, successor to State Street
Bank and Trust Company, as
successor to The First National Bank
of Boston, as Owner Trustee under a
Trust Agreement with Emerson
Finance LLC, as Lessor, and APS, as
Lessee

1 0 . 2  t o  P i n n a c l e  W e s t / A P S
S e p t e m b e r  3 0 ,  2 0 1 5  F o r m  1 0 - Q
R e p o r t ,  F i l e  N o s .  1 - 8 9 6 2  a n d  1 - 4 4 7 3

10/30/2015
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Exhibit
No.

'10.12.16°
Registrant(s)

P i n n a c l e  W e s t
A P S

Description

Amendment No. 3, dated as of
September 30, 2015, to Facility
Lease, dated as of August 1, 1986,
between U.S. Bank National
Association, successor to State Street
Bank and Trust Company, as
successor to The First National Bank
of Boston, as Owner Trustee under a
Trust Agreement with Security
Pacif ic Capital Leasing Corporat ion,
as Lessor, and APS, as Lessee

Previously Filed as Exhibit: a

10.3 to Pinnacle West/APS
September 30, 2015 Form 10-Q
Report, File Nos. 1-8962 and 1-4473

Date Filed

10/30/2015

10.12.2 Pinnacle West
APS

Facility Lease, dated as of
December 15, 1986, between U.S.
Bank National Association,
successor to State Street Bank and
Trust Company, as successor to The
First National Bank of Boston, in its
capacity as Owner Trustee, as
Lessor, and APS, as Lessee

10.1 to APS's November 18, 1986
Form 8-K Report, File No. 1-4473

1/20/1987

10.12.2a Pinnacle West
APS

Amendment No. 1, dated as of
August 1, 1987, to Facility Lease,
dated as of December 15, 1986,
between U.S. Bank National
Association, successor to State Street
Bank and Trust Company, as
successor to The First National Bank
of Boston, as Lessor, and APS, as
Lessee

4.13 to APS's Form 18 Registration
Statement No. 33-9480 by means of
August 1, 1987 Form 8-K Report,
File No. 1-4473

8/24/1987

10.12.2b Pinnacle West
APS

Amendment No. 2, dated as of
March 17, 1993, to Facility Lease,
dated as of December 15, 1986,
between U.S. Bank National
Association, successor to State Street
Bank and Trust Company, as
successor to The First National Bank
of Boston, as Lessor, and APS, as
Lessee

10.4 to APS's 1992 Form 10-K
Report, File No. 1-4473

3/30/1993

10.12.2c Pinnacle West
APS

Amendment No. 3, dated July 10,
2014, to Facility Lease, dated as of
December 15, 1986, between U.S.
Bank National Association,
successor to State Street Bank and
Trust Company, as successor to the
First National Bank of Boston, as
Lessor, and APS, as Lessee

10.2 to Pinnacle West/Aps June 30,
.2014 Form 10-Q Report, File Nos.
1-8962 and 1-4473

7/31/2014

10.13.1 Pinnacle West
APS

Agreement between Pinnacle West
Energy Corporation and APS for
Transportation and Treatment of
Effluent by and between Pinnacle
West Energy Corporation and APS
dated as of the 10th day of April, `
2001

10.102 to Pinnacle West/APS 2004
Form 10-K Report, File Nos. 1-8962
and 1-4473

3/16/2005

10.13.2 Pinnacle West
APS

Agreement for the Transfer and Use
of Wastewater and Eff luent by and
between APS, SRP and PWE dated
June 1, 2001

10.103 to Pinnacle West/APS 2004
Form 10-K Report, File Nos. 1-8962
and 1-4473

3/16/2005
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Exhibit
No.

• 1 0 . 1 3 3
Registrant(s)

Pinnac le W est
A P S

Description

Agreement for the Sale and Purchase
of Wastewater Eff luent dated
November 13, 2000, by and between
the City of Tolleson, Arizona, APS
and SRP

PreviouslyFiled as Exhibit: n

10.104 to Pinnacle West/APS 2004
Form 10-K Report, File Nos. 1-8962
and 1-4473

Date Filed

3/16/2005

10.13.4 Pinnacle West
APS

Operating Agreement for the Co-
Ownership of Wastewater Eff luent
dated November 16, 2000 by and
between APS and SRP

10.105 to Pinnacle West/APS 2004
Form 10-K Report, File Nos. 1-8962
and 1-4473

3/16/2005

10.13.5 Pinnacle West
APS

Municipal Eff luent Purchase and
Sale Agreement dated April 29,
2010, by and between City of
Phoenix,  City of  Mesa, City of
Tempe, City of Scottsdale, City of
Glendale, APS and SRP

10.1 to Pinnacle West/Aps
March 31, 2010 Form 10-Q Report,
File Nos. 1-8962 and 1-4473

5/6/2010

10.14.1 Pinnacle West
APS

Contract, dated July 21, 1984, with
DOE providing for the disposal of
nuclear fuel and/or high-level
radioactive waste, ANPP

10.31 to Pinnacle West's Form S-14
Registration Statement, File
No. 2-96386

3/13/1985

10.15.1 Pinnacle West
APS

Territorial Agreement between APS
and SRP

10,1 tO APS's March 31, 1998
Form 10-Q Report, File No. 1-4473

5/15/1998

10.15.2 Pinnacle West
APS

Power Coordinat ion Agreement
between APS and SRP

10.2 to APS's March 31, 1998
Form 10-Q Report, File No. 1-4473

5/15/1998

10.15.3 Pinnacle West
APS

Memorandum of Agreement between
APS and SRP

10.3 to APS's March 31, 1998
Form 10-Q Report, File No. 1-4473

5/15/1998

10.15.33 Pinnacle West
APS

Addendum to Memorandum of
Agreement between APS and SRP
dated as of May 19, 1998

10.2 to APS's May 19, 1998 Form 8-
K Report, File No. 1-4473

6/26/1998

10.16 Pinnacle West
APS

Purchase and Sale Agreement dated
November 8, 2010 by and between
SCE and APS

10.1 to Pinnacle West/APS
November 8, 2010 Form 8-K Report,
File Nos. 1-8962 and 1-4473

11/8/2010

10.17 Pinnacle West
APS

Proposed Settlement Agreement
dated January 6, 2012 by and among
APS and certain parties to its retail
rate case (approved by ACC Order
No. 73183)

10.17 to Pinnacle West/APS 2011
Form 10-K Report, File Nos. 1-8962
and 1-4473 '

2/24/2012

Ratio of Earnings to Fixed Charges12.1

12.2

12.3

Pinnacle West

APS

Pinnacle West

Ratio of Earnings to Fixed Charges

Ratio of Earnings to Combined
Fixed Charges and Preferred Stock
Dividend Requirements

Subsidiaries of Pinnacle West

Consent of Deloitte & Touchy LLP

21.1

23.1-

23.2

31.1

Pinnacle West

Pinnacle West

APS

Pinnacle West

Consent of Deloitte & Touchy LLP

Certif icate of Donald E. Brandt,
Chief Executive Officer, pursuant to
Rule 13a-l4(a) and Rule 15d-14
(a) of the Securities Exchange Act,
as amended
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Exhibit
No.

l 31.2
Registrant(s)

Pinnacle West

Description
Certif icate of James R. Hatfield,
Chief Financial Off icer, pursuant to
Rule 13a-14(a) and Rule 15d-14
(a) of the Securities Exchange Act,
as amended

Previously Filed as Exhibit: a Date Filed

31.3 APS Certif icate of Donald E. Brandt,
Chief Executive Officer, pursuant to
Rule 13a-14(a) and Rule 15d-I4
(a) of the Securities Exchange Act,
as amended

31.4 APS Certif icate of James R. Hatfield,
Chief Financial Off icer, pursuant to
Rule 13a-14(a) and Rule l5d-14
(a) of the Securit ies Exchange Act,
as amended

32.1= Pinnacle West Cert if icat ion of Chief Executive
Off icer and Chief Financial Off icer,
pursuant to 18 U.S.C. Section 1350,
as adopted pursuant to Section 906
of the Sarbanes-Oxley Act of 2002

32.2= APS Cert if icat ion of Chief Executive
Off icer and Chief Financial Off icer,
pursuant to 18 U.S.C. Section 1350,
as adopted pursuant to Section 906
of the Sarbanes-Oxley Act of 2002

99.1 Pinnacle West
APS

Collateral Trust Indenture among
PVNGS II Funding Corp., Inc., APS
and Chemical Bank, as Trustee

4.2 to APS's 1992 Form 10-K
Report, File No. 1-4473

3/30/1993

99.1a Pinnacle West
APS

Supplemental Indenture to Collateral
Trust Indenture among PVNGS II
Funding Corp., Inc., APS and
Chemical Bank, as Trustee

4.3 to APS's 1992 Form 10-K
Report, File No. 1-4473

3/30/1993

99.2° Pinnacle West
APS

Participation Agreement, dated as of
August 1, 1986, among PVNGS
Funding Corp.,  Inc.,  Bank of
America National Trust and Savings
Association, State Street Bank and
Trust Company, as successor to The
First National Bank of Boston, in its
individual capacity and as Owner
Trustee, Chemical Bank, in its
individual capacity and as Indenture
Trustee, APS, and the Equity
Participant named therein

28.1 to APS's September 30, 1992
Form 10-Q Report, File No. 1-4473

11/9/1992

99.2ac Pinnacle West
APS

Amendment No. 1 dated as of
November 1, 1986, to Part icipation
Agreement, dated as of August 1,
1986, among P V NG S Funding
Corp., Inc., Bard( of America
National Trust and Savings
Association, State Street Bank and
Trust Company, as successor to The
First National Bank of Boston, in its
individual capacity and as Owner
Trustee, Chemical Bank, in its
individual capacity and as Indenture
Trustee, APS, and the Equity
Participant named therein

10.8 to APS's September 30, 1986
Form 10-Q Report by means of
Amendment No. 1, on December 3,
1986 Form 8, File No. 1-4473

12/4/1986
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Exhibit
No.

*992b~
Registrant(s)

P i n n a c l e  W e s t
A P S

Previously Filed as Exhibit: a

2 8 . 4  t o  A P S ' s  1 9 9 2  F o r m  1 0 - K
R e p o r t ,  F i l e  N o .  1 - 4 4 7 3

Date Filed

3 / 3 0 / 1 9 9 3

z

Description
Amendment No. 2, dated as of
March 17, 1993, to Part ic ipation
Agreement, dated as of August 1,
1986, among PVNGS Funding
Corp. ,  Inc . ,PVNGS I I  Funding
Corp., Inc., State Street Bank and
Trust Company, as successor to The
First National Bank of Boston, in its
individual capacity and as Owner
Trustee, Chemical Bank, in its
individual capacity and as Indenture
Trustee, APS, and the Equity
Part icipant named therein

99.3° Pinnacle West
APS

Trust Indenture, Mortgage, Security
Agreement and Assignment of
Facility Lease, dated as of August 1,
1986, between State Street Bank and
Trust Company, as successor to The
First National Bank of Boston, as
Owner Trustee, and Chemical Bank,
as Indenture Trustee

4.5 to APS's Form 18 Registration
Statement, File No. 33-9480

10/24/1986

99.3a° Pinnacle West
APS

Supplemental Indenture No. 1, dated
as of November 1, 1986 to Trust
Indenture, Mortgage, Security
Agreement and Assignment of
Facil ity Lease, dated as of August l,
1986, between State Street Bank and
Trust Company, as successor to The
First National Bank of Boston, as
Owner Trustee, and Chemical Bank,
as Indenture Trustee

10.6 to APS's September 30, 1986
Form 10-Q Report by means of
Amendment No. 1 on December 3,
1986 Form 8, File No. 1-4473

12/4/1986

9.3b° Pinnacle West
APS

Supplemental Indenture No. 2 to
Trust Indenture, Mortgage, Security
Agreement and Assignment of
Facil ity Lease, dated as of August l,
1986, between State Street Bank and
Trust Company, as successor to The
First National Bank of Boston, as
Owner Trustee, and Chemical Bank,
as Lease Indenture Trustee

4.4 to APS's 1992 Form 10-K
Report, File No. 1-4473

3 / 3 0 / 1 9 9 3

99.40 Pinnacle West
APS

Assignment, Assumption and Further
Agreement, dated as of August 1,
1986, between APS and State Street
Bank and Trust Company, as
successor to The First National Bank
of Boston, as Owner Trustee

28.3 to APS's Form 18 Registration
Statement, File No. 33-9480

10/24/1986

99.4a° Pinnacle West
APS

Amendment No. 1, dated as of
November 1, 1986, to Assignment,
Assumption and Further Agreement,
dated as of August 1, 1986, between
APS and State Street Bank and Trust
Company, as successor to The First
National Bank of Boston, as Owner
Trustee

1 0 . 1 0  t o  A P S 's  S e p t e m b e r  3 0 ,  1 9 8 6
F o r m  1 0 - Q  R e p o r t  b y  m e a n s  o f
A m e n d m e n t  N o .  l  o n  D e c e m b e r  3 ,
1 9 8 6  F o r m  8 ,  F i l e  N o .  1 - 4 4 7 3

12/4/1986
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Exhibit
No.

l 99.4b=
Registrant(s)

Pinnac le W est
A P S

Description

Amendment No. 2, dated as of
March 17, 1993, to Assignment,
Assumption and Further Agreement,
dated as of August 1, 1986, between
APS and State Street Bank and Trust
Company, as successor to The First
National Bank of Boston, as Owner
Trustee

Previously Filed as Exhibit: A

28.6 to APS's 1992 Form 10-K
Report, File No. 1-4473

Date Filed

3/30/1993

99.5 Pinnacle West
APS

Participation Agreement, dated as of
December 15, 1986, amongPVNGS
Funding Report Corp., Inc., State
Street Bank and Trust Company, as
successor to The First National Bank
of Boston, in its individual capacity
and as Owner Trustee, Chemical
Bank, in its individual capacity and
as Indenture Trustee under a Trust
Indenture, APS, and theOwner
Participant named therein

28.2 to APS's September 30, 1992
Form 10-Q Report, File No. 1-4473

11/9/1992

99.5a Pinnacle West
APS

28.20 to APS's Form 18 Registration

a November 6 1986 Form 8-K

8/10/1987AmendmentNo. 1, dated as of
August l, 1987, to Participation
Agreement, dated as of
December 15, 1986, among PVNGS
Funding Corp., Inc. as Funding
Corporation, State Street Bank and
Trust Company, as successor to The
First National Bank of Boston, as
Owner Trustee, Chemical Bank, as
Indenture Trustee, APS, and the
Owner Participant named therein

Statement No. 33-9480 by means of

Report, File No. 1-4473

9.5b Pinnacle West
APS

Amendment No. 2, dated as of
March 17, 1993, to Participation
Agreement, dated as of
December 15, 1986, among PVNGS
Funding Corp., Inc., PVNGS II
Funding Corp., Inc., State Street
BM and Trust Company, as
successor to The First National Bank
of Boston, in its individual capacity
and as Owner Trustee, Chemical
Bank, in its individual capacity and
as Indenture Trustee, APS, and the
Owner Participant named therein

28.5 to APS's 1992 Form l0~K
Report, File No. 1-4473

3/30/1993

99.6 Pinnacle West
APS

Trust Indenture, Mortgage Security
Agreement and Assignment of
Facility Lease, dated as of
December 15, 1986, between State
Street Bank and Trust Company, as
successor to The First National B
of Boston, as Owner Trustee, and
Chemical Bank, as Indenture Trustee

10.2 to APS's November 18, 1986
Fom 10-K Report, File No. 1-4473

1/20/1987

99.6a Pinnacle West
APS

Supplemental Indenture No.
as of August 1, 1987, to Trust
Indenture, Mortgage, Security
Agreement and Assignment of
Facility Lease, dated as of
December 15, 1986, between State
Street Bank and Trust Company, as
successor to The First National Bank
of Boston, as Owner Trustee, and
Chemical Bank, as Indenture Trustee

1, dated 4.13 to APS's Form 18 Registration
Statement No. 33-9480 by means of
August 1, 1987 Form 8-K Report,
File No. 1-4473

8/24/1987
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Exhibit
No.

'99.619
Registrant(s)

Pinnac le W est
A P S

Description

Supplemental Indenture No. 2 to
Trust Indenture Mortgage, Security
Agreement and Assignment of
Facility Lease, dated as of
December 15, 1986, between State
Street Bank and Trust Company, as
successor to The First National Bank
of Boston, as Owner Trustee, and
Chemical Bank, as Lease Indenture
Trustee

Previously Filed as Exhibit: n

4 . 5  to  A PS's 1 9 9 2  F o r m  1 0 - K
R e p o r t ,  F i l e  N o .  1 - 4 4 7 3

Date Filed

3 / 3 0 / 1 9 9 3

99.7 Pinnacle West
APS

A s s i g n m e n t ,  A s s u m p t i o n  a n d  F u r t h e r
A g r e e m e n t ,  d a t e d  a s  o f
D e c e m b e r  1 5 ,  1 9 8 6 ,  b e t w e e n  A P S
and  S t a t e  S t ree t  Bank  and  T rus t
C om pany ,  as  s uc c es s o r  t o  T he  F i r s t
N a t i o n a l  B a n k  o f  B o s t o n ,  a s  O w n e r
T rus t ee

10.5 to APS's November 18, 1986
Form 8-K Report, File No. 1-4473

1/20/1987

9 9 . 7 a Pinnacle West
APS

A m e n d m e n t  N o .  1 ,  d a t e d  a s  o f
M a r c h  1 7 ,  1 9 9 3 ,  t o  A s s i g n m e n t ,
A s s u m p t i o n  a n d  F u r t h e r  A g r e e m e n t ,
da t ed  as  o f  D ec em ber  15 ,  1986 ,
be t w een  APS  and  S t a t e  S t r ee t  Bank
and  T rus t  C om pany ,  as  s uc c es s or  t o
T h e  F i r s t  N a t i o n a l  B a n k  o f  B o s t o n ,
a s  O w n e r  T r u s t e e

28.7 to APS's 1992 ForM 10-K
Report, File No. 1-4473

3/30/1993

99.8° Pinnacle West
APS

Indemnity Agreement dated as of
March 17, 1993 by APS

28.3 to APS's 1992 Form 10-K
Report, File No. 1-4473

3/30/1993

9 9 . 9 Pinnacle West
APS

Extension Letter, dated as of
August 13, 1987, from the
signatories of the Participation
Agreement to Chemical Bank

28.20 to APS's Form 18 Registrat ion
Statement No. 33-9480 by means of
a November 6, 1986 Form 8-K
Report, File No. 1-4473

8/10/1987

99.10 Pinnacle West
APS

ACC Order, Decision No. 61969,
dated September 29, 1999, including
the Retail Electric Competition Rules

10.2 to APS's September 30, 1999
Form 10-Q Report, File No. 1-4473

11/15/1999

99.11 Pinnacle West P u r c h a s e  A g r e e m e n t  b y  a n d  a m o n g
P i n n a c l e  W e s t  E n e r g y  C o r p o r a t i o n
a n d  G e r  W e s t ,  L . L . C .  a n d  N e v a d a
P o w e r  C o m p a n y ,  d a t e d  J u n e  2 1 ,
2 0 0 5

99 . 5  t o  P i nnac l e  W es t / APS  J une  30 ,
2 0 0 5  F o n t  1 0 - Q  R e p o r t ,  F i l e  N o s .
1 - 8 9 6 2  a n d  1 - 4 4 7 3

8/9/2005

101.INS Pinnacle West
APS

XBRL Instance Document

]01.SCH Pinnacle West
APS

XBRL Taxonomy Extension Schema
Document

101.CAL Pinnacle West
APS

XBRL Taxonomy Extens ion
Calculat ion Linkbase Document

101.LAB Pinnacle West
APS

XBRL Taxonomy Extens ion Label
Linkbase Document

10l.pRE Pinnacle West
APS

XBRL Taxonomy Extens ion
Presentation Linkbase Document

101.DEF Pinnacle West
APS

XBRL Taxonomy Definition
Linkbase Document

aRepor'ts filed under File No. 1-4473 and 1-8962 were filed in the office of the Securities and Exchange
Commission located in Washington, D.C.
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Management contract or compensatory plan or arrangement to be filed as an exhibit pursuant to Item
'15(b) of Form 10-K.

cAll additional document, substantially identical in all material respects to this Exhibit, has been entered
into, relating to an additional Equity Participant. Although such additional document may differ in other
respects (such as dollar amounts, percentages, tax indemnity matters, and dates of execution), there are no
material details in which such document differs from this Exhibit.

Additional agreements, substantially identical in all material respects to this Exhibit have been entered
into with additional persons. Although such additional documents may differ in other respects (such as dollar
amounts and dates of execution), there are no material details in which such agreements differ from this
Exhibit.

=Fumished herewith as an Exhibit.
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SIGNATURES

Pursuant to the requirements of Section 13 or l5(d) of the Securities Exchange Act of 1934, the
Registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

PINNACLE WEST CAPITAL CORPORATION

(Registrant)

Date: February 19, 2016 /s/ Donald E. Brandt

(Donald E. Brandt, Chairman of
the Board of Directors, President and

Chief Executive Officer)

Power of Attorney

We, the undersigned directors and executive officers of Pinnacle West Capital Corporation, hereby
severally appoint James R. Hatfield and David P. Falck, and each of them, our true and lawful attorneys with
full power to them and each of them to sign for us, and in our names in the capacities indicated below, any and
all amendments to this Annual Report on Form 10-K filed with the Securities and Exchange Commission.

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below
by the following persons on behalf of the registrant and in the capacities and on the dates indicated.

Signature Title Date

/s/ Donald E. Brandt

(Donald E. Brandt, Chairman

of the Board of Directors, President

and Chief Executive Officer)

Principal Executive Officer

and Director

February 19, 2016

/s/ James R. Hatfield

(James R. Hatfield,

Executive Vice President and

Chief Financial Officer)

Principal Financial Officer February 19, 2016

/s/ Denise R. Danner
(Denise R. Danner,

Vice President, Controller and

Chief Accounting Officer)

Principal Accounting Officer February 19, 2016
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/s/ Denis A. Cortese

(Denis A. Cortese, M.D.)
Director February 19, 2016

/s/ Richard P. Fox

(Richard P. Fox)
Director February 19, 2016

/s/ Michael L. Gallagher

(Michael L. Gallagher)
Director February 19,2016

/s/ Roy A. Herberger, Jr.

(Roy A. Herberger, Jr., Ph.D.)
Director February 19, 2016

/s/ Dale E. Klein

(Dale E. Klein, Ph.D.)
Director February 19, 2016

/s/ Humberto S. Lopez

(Humberto S. Lopez)
Director February 19, 2016

/s/ Kathryn L. Munro

(Kathryn L. Munro)
Director February 19, 2016

/s/ Bruce J. Nordstrom

(Bruce J. Nordstrom)
Director February 19, 2016

/s/ David P. Wakener

(David P. Wagerer)
Director February 19, 2016
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the
Registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

ARIZONA PUBLIC SERVICE COMPANY

(Registrant)

Date: February 19, 2016 /s/ Donald E. Brandt

(Donald E. Brandt, Chairman of
the Board of Directors, President and Chief

Executive Officer)

Power of Attorney

We, the undersigned directors and executive officers of Arizona Public Service Company, hereby
severally appoint James R. Hatfield and David P. Falck, and each of them, our Me and lawful attorneys with
full power to them and each of them to sign for us, and in our names in the capacities indicated below, any and
all amendments to this Annual Report on Form 10-K filed with the Securities and Exchange Commission.

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below
by the following persons on behalf of the registrant and in the capacities and on the dates indicated.

Signature Title Date

/s/ Donald E. Brandt

(Donald E. Brandt, Chairman

of the Board of Directors, President and

Chief Executive Officer)

Principal Executive Officer

and Director
February 19, 2016

/s/ James R. Hatfield

(James R. Hatfield,

Executive Vice President and

Chief Financial Officer)

Principal Financial Officer February 19, 2016

/s/ Denise R. Danner
(Denise R. Danner,

VicePresident, Controller and

Chief Accounting Officer)

Principal Accounting Officer February 19, 2016
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/s/ Denis A. Cortese

(Denis A. Cortese, M.D.)
Director February 19, 2016

/s/ Richard P. Fox

(Richard P. Fox)
Director February 19, 2016

/s/ Michael L. Gallagher

(Michael L. Gallagher)
Director February 19, 2016

/s/ Roy A. Herberger, Jr.

(Roy A. Herberger, Jr., Ph.D.)
Director February 19, 2016

/s/ Dale E. Klein

(Dale E. Klein, Ph.D.)
Director February 19, 2016

/s/ Humberto S. Lopez

(Humberto S. Lopez)
Director February 19, 2016

/s/ Kathryn L. Munro

(Kathryn L. Munro)
Director February 19, 2016

/s/ Bruce J. Nordstrom

(Bruce J. Nordstrom)
Director February 19, 2016

/s/ David P. Wakener

(David P. Wakener)
Director February 19, 2016
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ARIZONA PUBLIC SERVICE COMPANY
ASSUMPTIONS USED IN DEVELOPING PROJECTIONED

PERIODS ENDING DECEMBER 2016, 2017 & 2018

Line
No. Item

A.

Line
No.

Customer Growth:
Retail customer growth for the period 2016-2018 is forecast to grow at an annual average rate of 2.0%.

2.
3.
4.

Growth in Retail Enerqv and Retail Peak Demand
Retail energy sales, assuming normal weather, for the period 201 e to 2018 are forecasted to grow at an annual average rate
of 0.7%, Retail Own Load summer peak demand for the same period is projected to grow at an annual average rate of -0.2%,
assuming normal weather. Sales and peak growth reflects the impact of the company's EE and DG programs.

2.
3.
4.

5,
6.
7.

Wholesale and Economy lnterohanqe Sales
Firm wholesale sales and peak demand for requirement-to-sewe customers are forecasted per existing contracts. The
Company sells energy on an economy interchange basis on a short-term basis from time to time. Such sales are made
at prices above the Company's variable mosts to generate energy and revenues are edited against PSA-related fuel mosts.

5.
6,
7.

8.
9.

Regulatory
The proposed rates case assumes rates are eflieciive on July 1, 2017 and January 1, 2019 for Four Comers SCR equipment.
The Commission allows APS to adopt increases to the TCA rate charged to retail customers once approved by the FERC.

8.
9.

10.
11.
12.
13.

Base Fuel Charge and PSA Revenues
Base Fuel Charge reflects 3.2071 cents / kph in 2016 to 2018 consistent with Decision No. 73183. Forecast further assumes
PSA Annual Adjustor mechanisms are in effect and a new Forward Adjustor is set each year reflecting that year's anticipated
fuel and purchased power costs in excess of the Base Fuel Cost. The Forward Adjustor is reset annually with the first billing
cycle in February. Starting February 1, 2016 the new PSA surcharge included in the forecast is 0.1678 cents/kWh .

10.
11.
12.
13.

14.

15.
16.

Fuel
Fuel costs are based on projected sales, forward contract and market fuel prices and projected operating availability factors
of power plants. Fuel costs eRect use of the PSA cost deferral and annual adjustor recovery mechanism approved in
Decision No. 73183 in present rates case.

14.
15.
15.

17.
18.

Operaqons & Maintena_noe Expenses
Growth in Operational O&M expense is managed to the expected rate of inflation of approximately 2.5%. Growth rate excludes
RES and DSM program costs.

17.
18

19.
20.
21.

Construction Expenditures
The level of expenditures is primarily driven by customer, sales, and load growth, maintaining reliability, and legal and regulatory
requirements, including environmental requirements. Contributions in aid of construction (CIAC) are normally used to reduce
capital expenditures. See SFR Schedule F-3 for expenditure table.

19.
20.
21.

22.
Cap4aI Strugiure Changes
Capital Structure and Financing are shown on Schedules A-3, D-1, D-2, D-3 and F-2.

22.

23.
24.
25.
26.
27.

Financing
Forecasted Interest Rates are as follows:

Variable Rate Pollution Control Bonds - 0.88% in 2o1e, 1.55% in 2017, 2.25% in 2018
Commercial Paper _ 0.95% in 2016, 1.70% in 2017, 2.20% in 2018
New Long-Term Unsecured Debt . 5.50% in 2016, 6.25% in 2017, 7.25% in 2018

Pinnacie West may infuse $75 million and $25 million in equity into APS in 2017 and 2018, respectively.

23.
24.
25.
26.
27.

1.

J.

H.

G.

1.

F.

E.

D.

c.

B.

Schedule F-4
Page 1 of 1
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Arizona Public Service Company
Test Year Ending December 2015

Typical Residential Bill Analysis at Present and Proposed Rates

Proposed Rate Current Rate Customers
R-XS E-12 224,127

ET-1 10,012
ET-2 30,161
ECT-1R 428
ECT-2 1,726

$
$
$
$
$

Current Rates
121 ,999,608

7, 199,864
22,004,926

350,298
1 ,432,539

Rever1Lle1
Proposed Rates
$ 147,601 ,381
$ 8,563,260
$ 22,955,636
$ 312,640
$ 1,308,148

$
$
$
$
$

$ Change
25,601 ,773

1,363,396
950,710
(37,658)

(124,391)

%
21 .0%
18.9%
4.3%

-10.8%
-8.7%

R- 1 E-12
ET-1
ET-2
ECT-1 R
ECT-2

44,766
25,237
85,386
2,963

16,716

$
$
$
$
$

76,082,210
47,373,480

152,691,949
6,952,088

36,295,814

$
$
$
$
$

91,020,040
59,038,961

192,803,909
7,955,773

43,773,404

$
$
$
$
$

14,937,83t
11,665,482
40,111,960
1 ,003,686
7,477,590

19.6%
24.6%
26.3%
14.4%
20.6%

R-2 E-12
ET-1
ET-2
ECT-1 R
ECT-2

123,222
35,224
91,574

2,320
10,402

$
$
$
$
$

144,181,915
44,968,301

114,800,498
3,270,472

14,111,711

$
$
$
$
$

177,362,428
54,799,131

142,431,382
3,729,805

16,767,669

$
$
$
$
$

33,180,514
9,830,830

27,630,884
459,333

2,655,957

23.0%
21.9%
24.1%
14.0%
18.8%

R-3 E-12
ET-1
ET-2
ECT-1 R
ECT-2

35,628
52,958
77,704
17,951
60,030

$
$
$
$
$

75,564,138
118,845,388
172,754,979
46,847,687

147,671 ,354

$
$
$
$
$

75,028,450
135,606,180
198,140,883
55,175,107

179,703,587

$
$
$
$
$

(535,688)
16,760,792
25,385,904
8,327,420

32,032,233

-0.7%
14.1%
14.7%
17.8%
21.7%

Total 948,535 $ 1,355,399,219 $ 1,614,077,774 $ 258,678,556 19.1%

1. Includes customers with 12 months of usage data from AMI meters. Excludes customers participating in
net metering.

Schedule H-4
Page 1 of 82



Change

Arizona Public Service Company
Test Year Ending December 2015

Typical Residential Bill Analysis at Present and Proposed Rates
E-12 customers moving to R-XS

(excludes bill reduction from transferring adjustor rates to base rates)

Summer (A) (B) (D)

I I
kph block

Monthly Bill
under

Current Rates

Monthly Bill
under

Proposed Rates

(C)

Change

Amount ($)

(B).. (A)

0-100
101-200
201-300
301-400
401-500
501-600

13.20
22.62
33.24
47.23
63.69
81.64

22.72
32.63
43.26
56.06
69.48
83.11

9.52
10.00
10.02
8.84
5.79
1.47

72.1%
44.2%
30.1%
18.7%
9.1%
1.8%

Winter (B) (D)

kph block

Monthly Bill
under

Current Rates

Monthly Bill
under

Proposed Rates Amount ($)

(B) - (A)

0-100
101-200
201-300
301-400
401-500
501-600

13.45
23.99
32.85
39.81
46.12
52.43

23.13
34.69
44.40
52.04
58.95
65.87

9.68
10.70
11.55
12.22
12.83
13.44

72.0%
44.6%
35.2%
30.7%
27.8%
25.6%

NOTES TO SCHEDULE:
1) Bills do not include Adjustment, Regulatory Assessment, or Tax charges.
2) Present Rates are rates effective 7/1/2012.

Schedule H-4
Page 2 of 82
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Change

Change

Arizona Public Service Company
Test Year Ending December 2015

Typical Residential Bill Analysis at Present and Proposed Rates
ET-1 customers moving to R-XS

(excludes bill reduction from transferring adjustor rates to base rates)

Summer (B) (D)

kph block

Monthly Bill
under

Current Rates

Monthly Bill
under

Proposed Rates Amount ($)

(B) - (A)

%

(C) / (A)

0-100
101-200
201-300
301-400
401-500
501-600

21.93
32.43
44.25
60.49
77.44
94.75

23.03
33.04
43.88
58.85
74.65
90.85

1.10
0.61

(0.37)
(1 .e4)
(2.80)
(3.89)

5.0%
1.9%
-0.8%
-2.7%
-3.6%
-4.1%

Winter (B) (C) (D)

kph block

Monthly Bill
under

Current Rates

Monthly Bill
under

Proposed Rates Amount ($)

(B) - (A)

%

(C) / (A)

0-100
101-200
201-300
301-400
401-500
501-600

21.59
30.82
39.38
44.24
48.16
51.66

23.03
33.04
43.88
58.85
74.65
90.85

1.44
2.22
4.50

14.61
26.48
39.19

6.7%
7.2%

11 .4%
33.0%
55.0%
75.9%

NOTES TO SCHEDULE:
1) Bills do not include Adjustment, Regulatory Assessment, or Tax charges.
2) Present Rates are rates effective 7/1 I2012.

Schedule H-4
Page 3 of 82
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Change

Change

Arizona Public Service Company
Test Year Ending December 2015

Typical Residential Bill Analysis at Present and Proposed Rates
ET-2 customers moving to R-XS

(excludes bill reduction from transferring adjustor rates to base rates)

Summer (B) (D)

kph block

Monthly Bill
under

Current Rates

Monthly Bill
under

Proposed Rates Amount ($)

(B) - (A)

%

(C) / (A)

0-100
101-200
201-300
301-400
401-500
501-600

22.31
32.28
44.52
59.63
75.73
91.21

23.54
33.25
44.60
58.85
74.23
89.00

1.23
0.96
0.08

(0.78)
(1 .49)
(2.21)

5.5%
3.0%
0.2%
-1 .3%
-2.0%
-2.4%

Winter (B) (D)

kph block

Monthly Bill
under

Current Rates

Monthly Bill
under

Proposed Rates Amount ($)

(B) - (A)

%

(C) / (A)

0-100
101-200
201-300
301-400
401-500
501-600

21.94
31.42
38.76
44.08
48.23
52.97

23.75
35.00
43.67
49.87
55.03
60.71

1.81
3.58
4.91
5.79
6.80
7.74

8.3%
11.4%
12.7%
13.1%
14.1%
14.6%

NOTES TO SCHEDULE:
1) Bills do not include Adjustment, Regulatory Assessment, or Tax charges.
2) Present Rates are rates effective 7/1 I2012.

Schedule H-4
Page 4 of 82



Change

Change

Arizona Public Service Company
Test Year Ending December 2015

Typical Residential Bill Analysis at Present and Proposed Rates
ECT-1R customers moving to R-XS

(excludes bill reduction from transferring adjustor rates to base rates)

Summer (B) (C) (D)

kph block

Monthly Bill
under

Current Rates

Monthly Bill
under

Proposed Rates Amount ($)

(B) - (A)

%

(C) /(A)

0-100
101-200
201-300
301-400
401-500
501-600

27.62
40.82
60.15
71.99
86.62

103.55

23.13
35.93
46.56
58.44
70.41
89.51

(4.49)
(4.89)

(13.59)
(13.55)
(16.21)
(14.04)

-16.2%
-12.0%
-22.6%
-18.8%
-18.7%
-13.6%

Winter (B) (C) (D)

kph block

Monthly Bill
under

Current Rates

Monthly Bill
under

Proposed Rates Amount ($)

(B) - (A)
%

(C)/(A)

0-100
101-200
201-300
301-400
401-500
501-600

25.98
31.18
44.14
54.61
58.01
60.62

23.95
31.49
41.81
50.59
58.33
59.99

(2.03)
0.31

(2.32)
(4.02)
0.33

(0.63)

-7.8%
1.0%
-5.3%
-7.4%
0.6%
-1 .0%

NOTES TO SCHEDULE:
1) Bills do not include Adjustment, Regulatory Assessment, or Tax charges.
2) Present Rates are rates effective 7/1 I2012.

Schedule H-4
Page 5 of 82
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Arizona public Service Company
Test Year Ending December 2015

Typical Residential Bill Analysis at Present and Proposed Rates
ECT-2 customers moving to R-XS

(excludes bill reduction from transferring adjustor rates to base rates)

Summer (B) (D)

l
(C)

Change I
kph block

Monthly Bill
under

Current Rates

Monthly Bill
under

Proposed Rates Amount ($)

(B) - (A)

0-100
101-200
201-300
301-400
401-500
501-600

24.47
42.50
56.93
73.63
88.70

102.55

22.30
33.56
45.12
58.33
73.61
89.20

(2.17)
(8.95)

(11.81)
(15.30)
(15.09)
(13.35)

-8.9%
-21 .0%
-20.7%
-20.8%
-17.0%
-13.0%

Winter (B) (D)

I
(C)

Change I
kph block

Monthly Bill
under

Current Rates

Monthly Bill
under

Proposed Rates Amount ($)

(B) - (A)

0-100
101-200
201-300
301-400
401-500
501-600

22.58
35.73
42.34
51.52
54.27
58.48

22.82
34.18
42.95
51.31
55.75
61.12

0.24
(1.56)
0.62

(0.21)
1.48
2.65

1.1%
-4.4%
1.5%

-0.4%
2.7%
4.5%

NOTES TO SCHEDULE:
1) Bills do not include Adjustment, Regulatory Assessment, or Tax charges.
2) Present Rates are rates effective 7/1 I2012.

Schedule H-4
Page 6 of 82



Change

Arizona Public Service Company
Test Year Ending December 2015

Typical Residential Bill Analysis at Present and Proposed Rates
E-12 customers moving to R-1

(excludes bill reduction from transferl'ing adjustor rates to base rates)

Summer (A) (B) (C) (D)

kph block On-Pk kW

Monthly Bill
under

Current Rates

Monthly Bill
Under

Proposed Rates Amount ($)

(B) -(A)

%

(C)/(A)

601-700
701-800
801-900

901 -1000
1001 -1100
1101 -1200
1201 -1300
1301 -1400
1401 -1500
1501 -1600
1601-1700
1701-1800
1801 -1900
1901-2000
2001 -2100
2101 -2200
2201-2300
2301-2400
2401-2500
2501-2600
2601 -2700
2701-2800
2801-2900
2901-3000
3001 -3100
3101 -3200
3201-3300
3301-3400
3401-3500
3501-3600
3601-3700
3701-3800
3801-3900
3901-4000
4001-5000

5.7
5.8
6.0
6.2
6.4
6.6
6.9
7.3
7.7
8.2
8.7
9.2
9.7

10.3
10.7
11.7
11.8
12.5
13.2
13.5
14.5
14.6
15.8
15.0
15.7
17.9
19.1
18.3
14.8
21.0
20.0
20.0
18.5
19.6
24.0

$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

91 .25
110.68
130.77
151 .00
172.48
192.82
212.37
231 .07
250.62
269.75
289.63
310.02
325.01
349.45
359.92
406.45
406.75
438.09
458.44
490.45
507.61
516. 17
533.01
554.10
534.93
583.05
636.68
599.73
577.81
751 .29
636.67
675.72
572.25
836.86
897.78

128.43
141 .58
155.31
189. 17
183. 15
196.72
210.24
223.73
237.84
252.00
287.22
282.30
294.36
313. 13
321 .13
354.24
354.03
376.59
392.47
412.57
429.83
433.61
449.95
455.94
452.38
490.48
527.77
505.41
462.83
809.03
530.28
558.08
550.58
839.83
707.48

37. 1 g
30.90
24.54
18. 18
10.67
3.90

(2.13)
(7.34)

(12.78)
(17.75)
(22.41 )
(27.73)
(30.65)
(36.32)
(38.80)
(52.21)
(52.71)
(61 .50)
(65.97)
(77.88)
(77.99)
(82.55)
(83.06)
(98.16)
(82.54)
(92.57)

(108.90)
(94.32)

(114.98)
(142.26)
(106.39)
(117.64)
(121 .67)
(197.22)
(190.30)

40.8%
27.9%
18.8%
12.0%
6.2%
2.0%
-1 .0%
-3.2%
-5.1%
-6.6%
-7.7%
-8.9%
-9.4%

-10.4%
-10.8%
-12.8%
-13.0%
-14.0%
-14.4%
-15.9%
-15.4%
-16.0%
-15.6%
-17.7%
-15.4%
-15.9%
-17.1%
-15.7%
-19.9%
-18.9%
-16.7%
-17.4%
-18.1%
-23.6%
-21.2%

Schedule H-4
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Change

Arizona Public Service Company
Test Year Ending December 2015

Typical Residential Bill Analysis at Present and Proposed Rates
E-12 customers moving to R-1

(excludes bill reduction from transferring adjustor rates to base rates)

Winter (A) (B) (C) (D)

kph block On-Pk kW

Monthly Bill
under

Current Rates

Monthly Bill
under

Proposed Rates Amount ($)
(8)-(A)

%
(C)/(A)

601-700
701-800
801-900

901-1000
1001 -1100
1101 -1200
1201 -1300
1301 -1400
1401 -1500
1501-1600
1601-1700
1701-1800
1801-1900
1901-2000
2001-2100
2101-2200
2201-2300
2301-2400
2401-2500
2501-2600
2601 -2700
2701-2800
2801-2900
2901-3000
3001 -3100
3101-3200
3201-3300
3301-3400
3401-3500
3501-3600
3601-3700
3701-3800
3801-3900
3901-4000
4001-5000

6.0
5.8
5.7
5.6
5.6
5.6
5.7
6.0
6.3
6.6
6.9
7.2
7.6
7.9
8.6
8.1
8.7
9.7
9.1
9.0
9.6

11.1
10.8
11.2
11.1
14.0
13.7
14.3
15.6
11.7
14.5
11.6
18.9
13.1
14.1

$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

65.81
72.21
78.42
84.73
90.76
97.26

104.42
112.04
119.58
127.49
134.64
141 .80
151 .78
156.40
169.86
161 .95
180.69
182.67
190.11
188.89
199.62
213.93
223.82
230.98
259.70
252.36
243.60
276.09
307.07
235.31
322.51
310.46
332.97
255.18
332.02

117.40
121 .87
127.17
132.30
137.84
143.83
151 .09
160.11
169.11
178.43
187.23
195.82
207.81
214.12
231 .20
220.61
241 .28
249.91
253.58
250.74
266.47
289.48
295.88
305.35
331.68
342.66
333.97
368.77
402.39
313.95
411 .77
384.72
453.22
341 .24
419.38

51 .60
49,67
48.74
47.57
47.08
46.57
46.67
48.07
49.53
50.94
52.58
54.02
56.02
57,73
61 .34
58.66
60.59
67.24
63.47
61 .85
66.85
75.54
72.06
74.37
71 .98
90.81
90.37
92.68
95.32
78.64
89.28
74.28

120.25
88.08
87.85

78.4%
68.8%
62.2%
56.1%
51 .9%
47.9%
44.7%
42.9%
41 .4%
40.0%
39.1%
38.1%
36.9%
36.9%
36.1%
36.2%
33.5%
36.8%
33.4%
32.7%
33.5%
35.3%
32.2%
32.2%
27.7%
35.8%
37.1%
33.6%
31.0%
33.4%
27.7%
23.9%
36.1%
33.7%
26.3%

NOTES TO SCHEDULE:
1) Bills do not include Adjustment, Regulatory Assessment, or Tax charges.
2) Present Rates are rates effective 7/1/2012.
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Change

Arizona Public Service Company
Test Year Ending December 2o15

Typical Residential Bill Analysis at Present and Proposed Rates
ET-1 customers moving to R-1

(excludes bill reduction from transferring adjustor rates to base rates)

(B) (C) (D)
Summer

kph block On-Pk kW

Monthly Bill
under

Current Rates

Monthly Bill
under

Proposed Rates Amount ($)

(B) - (A)

601-700
701 -800
801 -900

901 -1000
1001 -1100
1101 -1200
1201 -1300
1301-1400
1401 -1500
1501 -1600
1601 -1700
1701 -1800
1801 -1900
1901-2000
2001 -2100
2101 -2200
2201-2300
2301 -2400
2401-2500
2501-2600
2601 -2700
2701-2800
2801-2900
2901 -3000
3001 -3100
3101 -3200
3201-3300
3301-3400
3401-3500
3501-3600
3601-3700
3701-3800
3801-3900
3901-4000
4001-5000

6.3
6.5
6.4
6.5
6.7
6.8
7.1
7.4
7.9
8.4
8.8
9.4
10.0
10.4
11.0
11.6
11.9
12.5
13.2
13.7
13.9
14.6
15.4
15.1
17.2
16.6
18,1
17.5
19.1
19.4
17.9
24.1
19.5
20.5
24.2

104.44
121 .57
134.51
153.66
168.61
182.23
197.45
209.82
222.62
236.00
248.75
261.38
273.26
286.49
298.81
312.71
311 .47
330.75
355.51
357.12
368.92
392. 17
396.26
403.07
417.16
457.89
457.19
476.11
456.12
487.64
475.05
572.05
483.48
487.05
555.25

142.02
158.31
168.26
184.87
198.71
211 .65
226.94
240.34
254,95
270.52
284.31
299.42
314.78
329.27
345.41
359.20
364.43
384.83
410.18
415.26
425.54
454.45
454.56
473.31
493.66
519.41
526.75
541 .38
529.72
561 .36
552.93
646.65
560.17
583.54
666.13

37.58
36.74
33.75
31 .21
30.10
29.43
29.49
3o.52
32.34
34.52
35.56
38.05
41 .52
42.78
46.60
46.49
52.96
54.08
54.66
58.13
56.62
62.29
58.30
70.24
76.50
61 .53
69.56
65.27
73.61
73.73
77.89
74.60
76.68
96.50

110.87

36.0%
30.2%
25.1%
20.3%
17.9%
16.1%
14.9%
14.5%
14.5%
14.5%
14.3%
14.5%
15.2%
14.9%
15.6%
14.9%
17.0%
15.4%
15.4%
16.3%
15.3%
15.9%
14.7%
17.4%
18.3%
13.4%
15.2%
13.7%
15.1%
15.1%
15.4%
13.0%
15.9%
19.8%
20.0%

Schedule H-4
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Change

Arizona public Service Company
Test Year Ending December 2015

Typical Residential Bill Analysis at Present and Proposed Rates
ET-1 customers moving to R-1

(excludes bill reduction from transferring adjustor rates to base rates)

Winter
(B) (C) (D)

kph block On-Pk kW

Monthly Bill
under

Current Rates

Monthly Bill
under

Proposed Rates Amount ($)

(B) - (A)

%

(C) / (A)

601 -700
701 -800
801 -900

901 -1000
1001 -1100
1101 -1200
1201 -1300
1301 -1400
1401 -1500
1501 -1600
1601 -1700
1701 -1800
1801 -1900
1901-2000
2001 -2100
2101-2200
2201-2300
2301 -2400
2401-2500
2501 -2600
2601 -2700
2701-2800
2801-2900
2901-3000
3001 -3100
3101 -3200
3201-3300
3301 -3400
3401-3500
3501-3600
3601-3700
3701-3800
3801-3900
3901-4000
4001-5000

5.1
5.0
5.2
5.0
5.0
5.0
5.0
5.2
5.6
5.9
5.2
5.5
6.8
7.1
7.4
7.7
8.0
8.4
8.6
9.2
9.6
8.7

10.6
12.1
12.1
10.5
13.6
11.0
13.7
12.8
13.3
12.4
15.0
11.9
14.4

63.45
67.65
74.57
77.92
83.02
88.46
92.a7
98.75

105.60
111.52
118.63
125.96
132.09
139.08
144.13
153.65
163.09
166.03
167.96
184.88
192.03
186.19
213.85
194.59
221 .41
209.75
234.90
235.03
266.01
263.49
273.69
255.91
316.93
308.30
309.04

104.09
107.25
115.41
117.40
122.70
128.23
133.00
140.55
150.09
158.27
167.39
176.79
185.53
194.27
201 .78
212.42
226.58
232.00
233.14
254.02
265.83
251 .84
290.98
289.47
310.64
289.69
331 .71
312.52
361 .88
354.84
365.21
333.10
421 .30
404.27
408.50

40.64
39.60
40.84
39.48
39.68
39.77
40.13
41 .a0
44.49
46.74
48.76
50.83
53.44
55.19
57.65
58.77
63.49
65.97
65.18
69.13
73.80
65.45
77.12
94.88
89.23
79.94
96.81
77.49
95.62
91 .15
91 .52
76.18

104.36
95.96
99.46

64.1%
58.5%
54.8%
50.7%
47.8%
45.0%
43.2%
42.3%
42.1%
41.9%
41 . 1 %
40.4%
40.5%
39.7%
40.0%
38.3%
38.9%
39.7%
38.8%
37.4%
38.4%
35.2%
36.1%
48.8%
40.3%
38. 1 %
41.2%
33.0%
35.9%
34.6%
33.4%
29.7%
32.9%
31.1%

32%

NOTES TO SCHEDULE:
1) Bills do not include Adjustment, Regulatory Assessment, or Tax charges.
2) Present Rates are rates effective 7/1 I2012.
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Change

Arizona Public Service Company
Test Year Ending December 2015

Typical Residential Bill Analysis at Present and Proposed Rates
ET-2 customers moving to R-1

(excludes bill reduction from transferring adjustor rates to base rates)

Summer (B) (C) (D)

kph block On-Pk kW

Monthly Bill
under

Current Rates

Monthly Bill
under

Proposed Rates Amount ($)

(B) - (A)

%

(C) / (A)

601 -700
701 -800
801 -900

901 -1000
1001 -1100
1101 -1200
1201 -1300
1301 -1400
1401 -1500
1501 -1600
1601 -1700
1701 -1800
1801 -1900
1901-2000
2001 -2100
2101 -2200
2201-2300
2301-2400
2401-2500
2501 -2600
2601 -2700
2701 -2800
2801-2900
2901-3000
3001 -3100
3101 -3200
3201-3300
3301 -3400
3401-3500
3501-3600
3601-3700
3701-3800
3801 -3900
3901-4000
4001-5000

5.9
6.0
6.1
6.4
6.6
6.8
7.0
7.4
7.9
8.3
8.8
9.3
9.8

10.3
10.8
11.3
11.9
12.5
12.8
13.8
14.0
14.5
16.0
15.8
16.6
16.7
17.7
20.6
18.2
19.5
19.6
18.4
20.1
21.8
24.2

97.81
113.42
130.37
146.95
164.20
179.81
194.80
208.01
220.86
234.38
245.28
258.84
270.24
281 .93
292.45
303.89
315.52
325.81
338.14
352.04
356.63
388.08
383.31
385.94
408.89
415.01
431 .22
448.52
447.88
434.03
451 .90
519.15
522.78
477.11
548.13

135.38
149.71
164.27
180.01
195.39
210.08
224.55
238.90
254.25
288.35
282.51
298.83
313.26
327. 19
341.77
357. 10
372.44
388.22
397.70
422.72
429.29
437.54
469.79
464.30
483.91
489.05
503.37
542.48
543.43
539.30
534.78
584.43
617. 19
803.72
888. 13

37.56
36.30
33.91
33.06
31 .19
30.28
29.75
30.89
33.38
33.97
37.24
39.99
43.03
45.27
49.32
53.21
56.92
62.60
61 .56
70.68
72.66
71.48
86.48
78.36
77.23
74.04
72. 15
95.96
95.75

105.27
82.88
65.29
94.43

126.61
120.00

38.4%
32.0%
26.0%
22.5%
19.0%
16.8%
15.3%
14.9%
15.1%
14.5%
15.2%
15.6%
15.9%
16.1%
15.9%
17.5%
18.0%
19.2%
18.3%
20.1%
20.4%
19.5%
22.6%
20.3%
19.0%
17.8%
15.7%
21.5%
21 .4%
24.3%
18.3%
12.6%
18.1%
25.5%
22.0%

Schedule H-4
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Change

I I

Arizona Public Service Company
Test Year Ending December 2015

Typical Residential Bill Analysis at Present and Proposed Rates
ET-2 customers moving to R-1

(excludes bill reduction from transferring adjustor rates to base rates)

Winter
(B) (C) (D)

kph block On-Pk kW

Monthly Bill
under

Current Rates

Monthly Bill
under

Proposed Rates Amount ($)

(B) - (A)

%

(C) / (A)

601-700
701-800
801-900
901 -1000

1001 -1100
1101 -1200
1201 -1300
1301 -1400
1401 -1500
1501 -1600
1601 -1700
1701 -1800
1801 -1900
1901-2000
2001 -2100
2101 -2200
2201-2300
2301-2400
2401-2500
2501-2600
2601-2700
2701-2800
2801-2900
2901-3000
3001 -3100
3101 -3200
3201-3300
3301 -3400
3401 -3500
3501-3600
3601-3700
3701 -3800
3801 -3900
3901-4000
4001-5000

5.6
5.4
5.4
5.3
5.2
5.2
5.3
5.5
5.8
6.1
6.4
6.8
7.0
7.3
7.5
7.7
8.0
8.2
8.9
9.3
9.6
9.8

10.4
10.7
12.4
11.8
12.7
14.3
11.5
15.4
12.5
14.8
12.2
15.8
17.1

55.87
70.48
74.97
79.72
84.35
89.15
93.81
99.94

105.87
112.84
120.03
126.65
131 .74
139.27
145.03
149.88
156.04
161.51
173.78
171 .49
183.42
196.65
191 .73
216.96
223.94
238.85
257.22
242.57
242.57
275.47
303.77
254.62
267.81
281 .78
334.34

109.89
113.22
117.74
121 .53
125.44
130.33
135.83
143.27
151 .49
160.37
169.74
179.26
185.01
195.45
203.32
210.28
218.96
225.92
242.29
244.10
257.51
273.34
271.10
295.96
313.65
322.45
339.36
347.53
326.80
385.26
389.15
367.77
351 .51
407.24
456.38

44.03
42.74
42.77
41 .80
41 .08
41 .18
42.02
43.33
45.82
47.53
49.70
52.61
54.27
56.18
58.29
60.41
62.92
84.41
68.51
72.62
74.09
76.69
79.36
79.00
89.72
83.61
82.14

104.96
84.12

108.79
85.38

113. 16
83.70

125.48
122.04

66.8%
60.6%
57. 1 %
52.4%
48.7%
46.2%
44.8%
43.4%
43. 1 %
42. 1 %
41 .4%
41 .5%
41 .2%
40.3%
40.2%
40.3%
40.3%
39.9%
39.4%
42.3%
40.4%
39.0%
41 .4%
36.4%
40. 1 %
35.0%
31 .9%
43.3%
34.7%
39.3%
28. 1 %
44.4%
31 .3%
44.5%
36.5%

NOTES TO SCHEDULE:
1) Bills do not include Adjustment, Regulatory Assessment, c r Tax charges.
2) Present Rates are rates effective 7/1/2012.
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Change

Arizona Public Service Company
Test Year Ending December 2015

Typical Residential BIII Analysis at Present and Proposed Rates
ECT-1R customers moving to R-1

(excludes bill reduction»from transferring adjustor rates to base rates)

(B) (C) (D)
Summer

kph block On-Pk kW

Monthly Bill
under

Current Rates

Monthly Bill
under

Proposed Rates Amount ($)

(5) - (A)

601-700
701 -800
801 -900

901 -1000
1001 -1100
1101 -1200
1201 -1300
1301 -1400
1401 -1500
1501 -1600
1G01 -1700
1701 -1800
1801 -1900
1901 -2000
2001 -2100
2101 -2200
2201-2300
2301 -2400
2401-2500
2501-2600
2601 -2700
2701-2800
2801 -2900
2901 -3000
3001 -3100
3101-3200
3201-3300
3301-3400
3401-3500
3501 -3600
3601-3700
3701-3800
3801-3900
3901-4000
4001-5000

6.9
5.9
6.6
6.7
6.8
6.9
7.2
7.7
8.1
8.5
9.0
9.6
10.2
10.6
11.2
11.8
12.2
13.1
13.3
13.9
14.7
15.2
16.0
16.2
18.3
19.2
17.4
16.9
18.5
18.3
18.9
21.2
20.7
20.0
25.4

159.49
147.18
167.82
180.96
188.30
197.86
208.86
222.34
235.80
249.08
260.89
277.24
290.90
301.00
318.52
333.02
343.90
367.98
370.39
384.34
419.06
430.19
441.49
457.01
482.03
512.16
481 .57
499.18
515.99
513.87
529.53
570.82
552.34
573.39
681 .74

146.44
145.66
169.91
186.64
200.20
212.35
228.44
243.72
258.07
272.34
289.38
305.70
319.20
330.24
351 .79
365.62
378.57
398.19
403.56
417.36
434.50
475.34
484.70
486.35
510. 19
549.94
522.80
528.16
543.08
537.42
561 .08
614.34
600.30
574.81
728.62

(13.05)
(1.52)
2.09
5.68

11.89
14.49
19.59
21 .39
22.28
23.26
28.48
28.45
28.30
29.23
33.27
32.61
34.67
30.21
33.17
33.02
15.44
45.16
43.21
29.34
28.16
37.79
41 .23
28.97
27.09
23.54
31 .Se
43.52
47.96

1.42
46.88

-8.2%
-1 .0%
1.2%
3. 1 %
6.3%
7.3%
9.4%
9.6%
9.4%
9.3%

10.9%
10.3%
9.7%
9.7%

10.4%
9.8%

10.1%
8.2%
9.0%
8.6%
3.7%

10.5%
9.8%
6.4%
5.8%
7.4%
8.6%
5.8%
5.3%
4.6%
6.0%
7.6%
8.7%
0.2%
6.9%

Schedule H-4
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Arizona Public Service Company
Test Year Ending December 2015

Typical Residential Bill Analysis at Present and Proposed Rates
EcT-1R customers moving to R-1

(excludes bill reduction from transferring adjustor rates to base rates)

(A) (B) (D)Winter

I
(C)

Change I
kph block On-Pk kW

Monthly Bill
under

Current Rates

Monthly Bill
under

Proposed Rates Amount ($)

(B) - (A)

%

(C) / (A)

601-700
701-800
801-900

901 -1000
1001 -1100
1101 -1200
1201 -1300
1301 -1400
1401 -1500
1501 -1600
1601 -1700
1701 -1800
1801 -1900
1901-2000
2001 -2100
2101 -2200
2201-2300
2301 -2400
2401 -2500
2501-2600
2601 -2700
2701-2800
2801-2900
2901-3000
3001 -3100
3101 -3200
3201-3300
3301-3400
3401-3500
3501-3600
3601-3700
3701-3800
3801-3900
3901-4000
4001 -5000

4.8
5.3
4.8
4.7
4.8
4.7
4.8
5.0
5.3
5.6
5.7
6.0
6.3
6.8
6.8
7.2
7.8
7.8
8.3
8.5
9.3
7.9
9.1
9.7
9.5

11.3
9.8

13.0
12.5
15.6
13.2
10.6
15.2
20.1
15.0

95.36
103.52
95.42
99.42

100.47
104.72
107.65
111.65
117.63
124.13
127.28
132.54
141.52
149.98
152.53
160.87
169.99
173.36
182.49
190.49
202.63
180.67
199.80
214.40
216.07
229.49
224.95
266.76
274.30
312.40
291 .92
256.58
305.12
389.13
308.51

105.11
119.51
113.00
116.75
121 .30
126.91
131 .29
138.67
146.77
155.94
161 .03
167.86
179.68
192.03
193.57
204.95
217.71
223.68
237.85
244.81
258.02
231 .14
256.84
273.73
282.85
284.60
302.88
331 .31
344.93
384.94
370.87
336.57
392.86
456.00
393.60

9.75
15.99
17.58
17.33
20.83
22.19
23.63
27.03
29.14
31 .80
33.75
35.32
38.15
42.06
41 .04
44.09
47.72
50.31
55.35
54.32
55.39
50.47
57.03
59.33
66.78
55.12
77.93
54.55
70.52
72.54
75.95
79.99
57.74
55.57
55.09

10.2%
15.4%
18.4%
17.4%
20.7%
21 .2%
22.0%
24.2%
24.8%
25.6%
26.5%
26.6%
27.0%
28.0%
26.9%
27.4%
28.1%
29.0%
30.3%
28.5%
27.3%
27.9%
28.5%
27.7%
30.9%
24.0%
34.6%
24.2%
25.7%
23.2%
27.0%
31.2%
28.8%
17.2%
27.8%

NOTES TO SCHEDULE:
1) Bills do not include Adjustment, Regulatory Assessment, or Tax charges.
2) Present Rates are rates effective 7/1 I2012.
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Change

Arizona Public Service Company
Test Year Ending December 2015

Typical Residential Bill Analysis at Present and Proposed Rates
ECT-2 customers moving to R-1

(excludes bill reduction from transferring adjustor rates to base rates)

Summer (B) (D)

kph block On-Pk kW

Monthly Bill
under

Current Rates

Monthly Bill
under

Proposed Rates Amount ($)

(B) - (A)

%

(C) / (A)

601 -700
701-a00
801-900

901 -1000
1001 -1100
1101 -1200
1201 -1300
1301-1400
1401 -1500
1501 -1600
1601 -1700
1701 -1800
1801 -1900
1901-2000
2001 -2100
2101 -2200
2201-2300
2301-2400
2401 -2500
2501 -2600
2601-2700
2701-2800
2801-2900
2901-3000
3001 -3100
3101 -3200
3201 -3300
3301 -3400
3401-3500
3501-3600
3601-3700
3701-3800
3801 -3900
3901 -4000
4001-5000

5.7
6.6
6.6
6.6
6.9
7.0
7.2
7.6
8.1
8.6
9.0
9.6

10.0
10.6
11.1
11.6
12.2
12.8
13.3
13.8
14.2
14.6
15.2
15.5
16.1
17.0
17.7
18.9
17.8
18.8
18.2
21.9
21.3
20.3
24.0

124.75
152.58
163.03
171 .25
182.80
194.04
204.70
216.96
228.99
243.70
254.12
267.55
281 .47
289.60
306.02
312.29
329.11
344.40
353.55
369.59
370.56
387.80
404.21
407.81
402.84
431.54
472.69
468.07
477.51
497.01
480.73
545.25
557.36
535.92
632.60

126.56
156.75
169.87
183.63
200.96
215.46
230.34
244.96
259.92
276.56
290.72
306.46
321 .29
335.82
352,84
363.49
381 .65
396.65
411 .46
425.51
435.88
450.58
465.43
480.87
482.58
505.25
531 .36
529.67
552.38
555. 10
584.55
614.49
641 .29
633.16
698.56

1.81
4.17
6.84

12,38
18.16
21 .42
25.64
28.00
30.93
32.86
36.59
38.92
39.82
46.22
46.82
51.19
52.54
52.25
57.91
55.92
65.32
62.79
61.22
73.06
79.74
74.72
58.67
61 .59
74.88
58.09

103.82
68.23
83.93
97.25
65.96

1.5%
2.7%
4.2%
7.2%
9.9%

11.0%
12.5%
12.9%
13.5%
13.5%
14.4%
14.5%
14.1%
16.0%
15.3%
15.4%
18.0%
15.2%
16.4%
15.1%
17.6%
16.2%
15.1%
17.9%
19.8%
17.3%
12.4%
13.2%
15.7%
11.7%
21 .6%
12.5%
15.1%
18.1%
10.4%

Schedule H-4
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Change

Arizona Public Service Company
Test Year Ending December 2015

Typical Residential Bill Analysis at Present and Proposed Rates
ECT-2 customers moving to R-1

(excludes bill reduction from transferring adjustor rates to base rates)

Winter (B) (C) (D)

kph block On-Pk kW

Monthly Bill
under

Current Rates

Monthly Bill
under

Proposed Rates Amount ($)

(B) - (A)

%

(C) / (A)

601 -700
701 -800
801-900

901 -1000
1001 -1100
1101-1200
1201 -1300
1301 -1400
1401 -1500
1501 -1600
1601 -1700
1701 -1800
1801 -1900
1901-2000
2001 -2100
2101 -2200
2201-2300
2301 -2400
2401 -2500
2501 -2600
2601-2700
2701-2800
2801-2900
2901-3000
3001 -3100
3101 -3200
3201 -3300
3301-3400
3401-3500
3501 -3600
3601-3700
3701-3800
3801-3900
3901-4000
4001 -5000

6.3
5.1
4.9
4.g
4.8
4.8
4.8
4.9
5.2
5.5
5.8
5.1
6.4
6.7
6.9
7.4
7.8
7.8
8.1
8.4
8.9
9.4
9.4
10.1
10.6
10.7
10.3
11.9
13.1
12.3
13.0
15.1
15.5
13.2
17.5

94.16
87.03
89.05
91 .21
91 .99
94.25
97.36

101 .14
107.20
111.65
117.64
122.71
128.61
133.11
138.53
146.14
152.12
157.04
161.33
169.44
176.96
188.71
188.65
191 .58
206.45
210.77
212.17
238.65
237.57
254.34
247.69
273.17
252.96
251 .81
313.60

119.74
108.69
113.09
117.52
120.18
124.65
129.01
135.29
143.79
151 .04
159.33
167.75
175.86
185.05
191 .48
204.59
211 .60
219.76
226.45
237.22
247.84
259.49
266.68
274.16
295.75
298.89
294.94
330.28
329.49
350.29
335.69
366.59
355.45
348.71
437.29

25.58
21.66
24.04
26.31
28.18
30.40
31 .65
34.15
36,59
39.39
41.69
45.04
47.25
51 .94
52.95
58.45
59.48
62.72
65.12
67.78
70.88
70.77
78.04
82.59
89.31
88.12
82.76
91 .63
91 .92
95.95
88.00
93.42

102.50
96.90

123.69

27.2%
24. 9%
27.0%
28.8%
30.6%
32.3%
32.5%
33.8%
34. 1 %
35.3%
35.4%
36.7%
36.7%
39.0%
38.2%
40.0%
39. 1 %
39.9%
40.4%
40.0%
40. 1 %
37.5%
41 .4%
43. 1 %
43.3%
41.8%
39.0%
38.4%
38.7%
37.7%
35.5%
34.2%
40.5%
38.5%
39.4%

NOTES TO SCHEDULE:
1) Bills do not include Adjustment, Regulatory Assessment, or Tax charges.
2) Present Rates are rates effective 7/1 I2012.
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Change

Change

Arizona Public Service Company
Test Year Ending December 2015

Typical Residential Bill Analysis at Present and Proposed Rates
E-12 customers moving to R-2

(excludes bill reduction from transferring adjustor rates to base rates)

Summer (B) (C) (D)

kph block On-Pk kW

Monthly Bill
under

Current Rates

Monthly Bill
under

Proposed Rates Amount ($)

(B) - (A)

%

(C) /(A)

601-700
701-800
801-900

901-1000
1001-1100
1101 -1200
1201 -1300
1301-1400
1401-1500
1501 -1600

3.9
4.3
4.7
5.0
5.4
5.8
6.4
7.2
7.7

$
$
$
$
$
$
$
$
$

101.16
121.10
140.91
161.26
181.32
205.77
238.30
281.61
270.77

120.09
136.10
151.72
166.50
181.83
199.59
223.30
252.98
245.00

18.93
15.00
10.81
5.25
0.50

(6.18)
(15.00)
(28.63)
(25.77)

18.7%
12.4%
7.7%
3.3%
0.3%
-3.0%
-6.3%

-10.2%
-9.5%

Winter (A) (B) (C) (D)

kph block on-pk kW

Monthly Bill
under

Current Rates

Monthly Bill
under

Proposed Rates Amount  ($)

(B) - (A)

%

(C) / (A)

3.3
3.5
3.7
3.9
4.0

601-700
701-800
801-900

901-1000
1001-1100
1101-1200
1201-1300
1301-1400
1401-1500
1501-1600

4.0
3.7
2.9
2.6

$
$
$
$
$
$
$
$
$

58.46
64.68
71.27
77.67
84.17
87.65
86.15
79.46
99.14

88.71
96.19

103.99
111.63
118.47
121.64
117.36
103.33
119.04

30.25
31.52
32.73
33.96
34.30
33.99
31.22
23,87
19.90

51.8%
-48.7%
45.9%
43.7%
40.7%
38.8%
36.2%
30.0%
20.1%

NOTES TO SCHEDULE:
1) Bills do not include Adjustment, Regulatory Assessment, or Tax charges.
2) Present Rates are rates effective 7/1 I2012.
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Change

s

Arizona Public Service Company
Test Year Ending December 2015

Typical Residential Bill Analysis at Present and Proposed Rates
ET-1 customers moving to R-2

(excludes bill reduction from transferring adjustor rates to base rates)

Summer
(B) (C) (D)

kph block On-Pk kW

Monthly Bill
under

Current Rates

Monthly Bill
under

Proposed Rates Amount ($)

(B) - (A)

%

(C) / (A)

4.0
4.4

601-700
701-800
801-900

901-1000
1001-1100
1101-1200
1201-1300
1301-1400
1401-1500
1501-1600

4.8
5.2
5.6
6.0
6.5
7.1
7.9

111.23
127.12
142.35
156.34
170.08
184.28
197.39
201.43
218.75

129.73
146.85
163.42
178.74
194.78
210.68
229.54
244.40
274.67

18.50
19.73
21.07
22.40
24.70
26.39
32.15
42.97
55.92

16.6%
15.5%
14.8%
14.3%
14.5%
14.3%
16.3%
21.3%
25.6%

Winter
(B) (C) (D)

| | -CITang-e - - I
kph block On-Pk kW

Monthly Bill
under

Current Rates

Monthly Bill
under

Proposed Rates Amount ($)

(B) - (A)
%

(C) / (A)

G01-700
701-800
801-900

901-1000
1001-1100
1101-1200
1201-1300
1301-1400
1401-1500
1501-1600

2.6
2.8
3.1
3.4
3.6
3.7
3.5
3.0
2.3

55.73
60.50
65.63
71.56
76.63
81.07
80.62
80.90
72.34

75.63
82.04
89.83
98.23

105.29
110.90
110.54
110.04
96.19

19.89
21.54
24.20
26.66
28.66
29.83
29.92
29.15
23.85

35.7%
35.6%
36.9%
37.3%
37.4%
36.8%
37. 1 %
36.0%
33.0%

NOTES TO SCHEDULE:
1) Bills do not include Adjustment, Regulatory Assessment, or Tax charges.
2) Present Rates are rates effective 7/1/2012.
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Change

Change

Arizona Public Service Company
Test Year Ending December 2015

Typical Residential Bill Analysis at Present and Proposed Rates
ET-2 customers moving to R-2

(excludes bill reduction from transferring adjustor rates to base rates)

Summer
(B) (C) (D)

kph block On-Pk kW

Monthly Bill
under

Current Rates

Monthly Bill
under

Proposed Rates Amount ($)

(B) - (A)

601-700
701-800
801-900

901-1000
1001-1100
1101-1200
1201-1300
1301-1400
1401-1500
1501-1600

4.2
4.6
4.9
5.3
5.6
6.0
6.4
7.1
7.7
8.6

107.91
124.31
140.16
155.76
170.69
185.07
196.69
198.40
196.50
267.12

129.43
146.63
162.67
179.34
194.93
211 .55
227.94
245.31
264.29
314.28

21.52
22.32
22.52
23.58
24.24
26.49
31.25
46.90
67.79
47.15

19.9%
18.0%
16.1%
15.1%
14.2%
14.3%
15.9%
23.6%
34.5%
17.7%

Winter
(B) (C) (D)

kph block On-Pk kW

Monthly Bill
under

Current Rates

Monthly Bill
under

Proposed Rates Amount ($)

(B) - (A)

601-700
701-800
801-900

901-1000
1001-1100
1101-1200
1201-1300
1301-1400
1401-1500
1501-1600

3.1
3.3
3.5
3.6
3.7
3.8
3.6
3.0
2.4
1.6

56.88
61.76
66.55
71.43
76.29
79.91
81.04
80.29
76.58
54.38

81.02
87.43
94.13
99.79

105.40
110.30
111.11
108.18
100.81
67.85

24.13
25.67
27.58
28.36
29.11
30.39
30.06
27.90
24.23
13.47

42.4%
41.6%
41 .4%
39.7%
38.2%
38.0%
37.1%
34.7%
31 .6%
24.8%

NOTES TO SCHEDULE:
1) Bills do not include Adjustment, Regulatory Assessment, or Tax charges.
2) Present Rates are rates effective 7/1 I2012.
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Change

Change

Arizona Public Service Company
Test Year Ending December 2015

Typical Residential Bill Analysis at Present and Proposed Rates
ECT-1R customers moving to R-2

(excludes bill reduction from transferring adjustor rates to base rates)

(A) (B) (C) (D)
Summer

kph block On-Pk kW

Monthly Bill
under

Current Rates

Monthly Bill
under

Proposed Rates Amount ($)

(B) - (A)

601-700
701-800
801-900

901-1000
1001-1100
1101-1200
1201-1300
1301-1400
1401-1500
1501-1600

4.0
4.3
4.7
5.2
5.5
6.1
6.7
7.3

122.70
132.47
143.96
161.23
171.57
186.34
204.48
211.13

130.72
145.91
159.49
179.60
192.89
212.53
233.02
244.85

8.02
13.44
15.53
18.37
21.32
26.19
28.54
33.72

6.5%
10.1%
10.8%
11.4%
12.4%
14.1%
14.0%
16.0%

Winter
(B) (C) (D)

kph block On-Pk kW

Monthly Bill
under

Current Rates

Monthly Bill
under

Proposed Rates Amount ($)

(B) - (A)

%

(C) / (A)

601-700
701-800
801-900

901-1000
1001-1100
1101-1200
1201-1300
1301-1400
1401-1500
1501-1600

2.4
2.6
2.9
3.2
3.5
3.5
3.2
3.1

64.29
68.93
77.56
80.96
87.27
88.85
88.37
93.59

73.86
80.88
90.94
96.50

105.87
108.95
107.50
115.71

9.58
11.95
13.38
15.54
18.60
20.10
19.13
22.11

14.9%
17.3%
17.2%
19.2%
21 .3%
22.6%
21 .6%
23.6%

NOTES TO SCHEDULE:
1) Bills do not include Adjustment, Regulatory Assessment, or Tax charges.
2) Present Rates are rates effective 7/1/2012.
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Change

Change

Arizona Public Service Company
Test Year Ending December 2015

Typical Residential Bill Analysis at Present and Proposed Rates
ECT-2 customers moving to R-2

(excludes bill reduction from transferring adjustor rates to base rates)

Summer
(B) (C) (D)

kph block On-Pk kW

Monthly Bill
under

Current Rates

Monthly Bill
under

Proposed Rates Amount ($)

(B) - (A)

%

(C) / (A)

601-700
701-800
801-900

901-1000
1001-1100
1101-1200
1201-1300
1301-1400
1401-1500
1501-1600

4.0
4.4
4.8
5.3
5.6
6.1
6.7
7.1
7.4
8.1

117.46
132.53
144.59
159.34
172.40
185.98
196.70
198.64
170.85
166.00

129.79
147.05
164.02
181.83
197.36
215.75
233.14
246.21
246.86
261.25

12.33
14.52
19.43
22.49
24.96
29.77
36.44
47.57
76.01
95.25

10.5%
11.0%
13.4%
14.1%
14.5%
16.0%
18.5%
24.0%
44.5%
57.4%

Winter
(B) (C) (D)

kph block On-Pk kW

Monthly Bill
under

Current Rates

Monthly Bill
under

Proposed Rates Amount ($)

(B) - (A)

%

(C) / (A)

601-700
701-800
801-900

901-1000
1001-1100
1101-1200
1201-1300
1301-1400
1401-1500
1501-1600

2.5
2.8
3.0
3.2
3.4
3.5
3.3
2.9
2.7
2.0

59.69
63.91
69.12
73.26
76.72
80.37
78.99
76.81
74.48
80.45

74.58
81 .80
88.29
94.55

101.24
105.63
106.67
106.28
112.84
120.59

14.89
17.89
19.17
21.28
24.52
25.26
27.68
29.47
38.36
40.14

24.9%
28.0%
27.7%
29.1%
32.0%
31 .4%
35.0%
38.4%
51.5%
49.9%

NOTES TO SCHEDULE:
1) Bills do not include Adjustment, Regulatory Assessment, or Tax charges.
2) Present Rates are rates effective 7/1 I2012.
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Arizona Public Service Company
Test Year Ending December 2015

Typical Residential Bill Analysis at Present and Proposed Rates
E-12 customers moving to R-3

(excludes bill reduction from transferring adjustor rates to base rates)

Summer (B) (C)

Change

(D)

l I
kph block On-Pk kW

Monthly Bill
under

Current Rates

Monthly Bill
under

Proposed Rates Amount ($)

(B) - (A)

%

(C) / (A)

601-700
701-800
801 -900
901 -1000

1001 -1100
1101 -1200
1201 -1300
1301 -1400
1401 -1500
1501 -1600
1 S01 -1700
1701 -1800
1801 -1900
1901 -2000
2001 -2100
2101 -2200
2201 -2300
2301-2400
2401 -2500
2501 -2600
2601-2700
2701-2800
2801-2900
2901-3000
3001 -3100
3101 -3200
3201-3300
3301-3400
3401-3500
3501 -3600
3601 -3700
3701-3800
3801 -3900
3901 -4000
4001 -5000

1.6
2.2
2.8
3.4
4.0
4.5
5.0
5.4
5.8
6.2
6.6
7.0
7.4
7.7
8.0
8.5
8.7
9.1
9.5
9.7
9.8

10.4
10.5
10.8
11.2
11.7
12.1
12.2
12.7
12.9
12.9
13.6
13.7
13.9
15.2

$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

79.16
100.65
123.48
147.10
166.22
186.70
206.79
225.48
243.56
263.32
281 .31
302.43
321 .99
340.26
360.08
383.54
395.82
419.89
441 .98
452.71
473. 19
499.96
512.62
544.39
558.22
571 .56
582.67
598.63
643.27
656.11
705.27
717.65
700.98
736.76
830. 18

87.25
106. 17
125.45
144.88
162.43
178.69
194.58
208.34
221 .75
235.75
249.22
263.77
277.55
289.39
301 .48
318.63
326.36
341 .65
356.45
363.56
372.45
392.22
398.38
414.78
426.81
439.03
449.89
457.25
481 .59
489.32
506.80
522.80
518.17
534.43
588.64

8.09
5.52
1.97

(2.22)
(3.79)
(8.02)

(12.21)
(17.14)
(21.81)
(27.57)
(32.09)
(38.66)
(44.44)
(50.86)
(58.60)
(64.91)
(69.46)
(78.24)
(85.52)
(89.15)

(100.73)
(107.75)
(11425)
(129.61)
(131.41)
(132.54)
(13278)
(141.38)
(161.68)
(166.80)
(198.47)
(194.85)
(182.81)
(202.33)
(241.54)

10.2%
5.5%
1.6%
-1 .5%
-2.3%
-4.3%
-5.9%
-7.6%
-9.0%

-10.5%
-11 .4%
-12.8%
-13.8%
-14.9%
-16.3%
-16.9%
-17.5%
-18.6%
-19.4%
-19.7%
-21 .3%
-21 .6%
-22.3%
-23.8%
-23.5%
-23.2%
-22.8%
-23.6%
-25.1%
-25.4%
-28.1%
-27.2%
-26.1 %
-27.5%
-29. 1 %
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Change

Arizona Public Service Company
Test Year Ending December 2015

Typical Residential Bill Analysis at Present and Proposed Rates
E-12 customers moving to R-3

(excludes bill reduction from transferring adjustor rates to base rates)

Winter (B) (C) (D)

kph block On-Pk kW

Monthly Bill
under

Current Rates

Monthly Bill
under

Proposed Rates Amount ($)

(B) - (A)

%

(C) / (A)

601-700
701-800
801-900

901 -1000
1001 -1100
1101 -1200
1201 -1300
1301 -1400
1401-1500
1501-1600
1601 -1700
1701 -1800
1801-1900
1901-2000
2001 -2100
2101 -2200
2201-2300
2301-2400
2401 -2500
2501 -2600
2601 -2700
2701-2800
2801-2900
2901-3000
3001 -3100
3101 -3200
3201 -3300
3301 -3400
3401 -3500
3501 -3600
3601-3700
3701-3800
3801-3900
3901-4000
4001-5000

2.1
2.4
2.7
3.0
3.4
3.8
4.2
4.4
4.8
5.0
5.3
5.6
5.8
6.1
6.3
6.5
6.8
7.0
7.2
7.5
7.6
7.8
8.1
8.2
8.6
8.8
9.3
9.7
9.5
9.5
9.2

10.4
11.0
10.3
11.5

$
$
$
$
$
s
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

74.00
78.71
83.23
87.46
94.72

101 .12
108.28
115.81
124.10
131 .25
139.63
146.51
153.76
162.14
169.77
175.42
186.72
191.62
198.59
212.05
219.30
222.88
234.84
235.12
246.61
258.29
271 .00
280.51
275.33
286.54
278.54
290.87
319.41
319.41
357.36

a7.01
93.29
99.46

105.53
114.42
122.87
131 .78
138.59
148.15
154.76
163.18
170.82
177.42
185.91
192.79
198.47
208.71
214.00
220.48
231 .95
237.52
241 .85
252.54
254.00
265.46
274.69
288.09
298.51
292.93
299.80
291 .46
312.82
336.98
328.66
365.43

13.01
14.58
16.24
18.06
19.70
21.76
23.50
22.78
24.05
23.50
23.54
24.32
23.66
23.77
23.02
23.05
21 .go
22.38
21 .90
19.90
18.22
18.96
17.70
18.88
18.85
16.40
17.09
18.00
17.60
13.26
12.92
21 .95
17.58
9.26
8.07

17.6%
18.5%
19.5%
20.7%
20.8%
21.5%
21.7%
19.7%
19.4%
17.9%
16.9%
16.6%
15.4%
14.7%
13.6%
13.1%
11.8%
11.7%
11.0%
9.4%
8.3%
8.5%
7.5%
8.0%
7.6%
5.4%
6.3%
6.4%
6.4%
4.6%
4.5%
7.5%
5.5%
2.9%
2.3%

NOTES TO SCHEDULE:
1 ) Bills do not include Adjustment, Regulatory Assessment, or Tax charges.
2) Present Rates are rates effective 7/1/2012.
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Change

Arizona Public Service Company
Test Year Ending December 2015

Typical Residential Bill Analysis at Present and Proposed Rates
ET-1 customers moving to R-3

(excludes bill reduction from transferring adjustor rates to base rates)

Summer (A) (B) (D)

kph block On-Pk kW

Monthly Bill
under

Current Rates

Monthly Bill
under

Proposed Rates Amount ($)

(B)- (A)

%

(C) /(A)

601-700
701-800
801-900

901 -1000
1001 -1100
1101 -1200
1201 -1300
1301 -1400
1401 -1500
1501 -1600
1601 -1700
1701 -1800
1801 -1900
1901-2000
2001 -2100
2101 -2200
2201-2300
2301 -2400
2401 -2500
2501-2600
2601 -2700
2701-2800
2801-2900
2901-3000
3001 -s100
3101 -3200
3201-3300
3301-3400
3401-3500
3501-3600
3601 -3700
3701-3800
3801-3900
3901-4000
4001-5000

1.5
2.4
3.1
3.8
4.4
4.9
5.4
5.8
6.1
6.5
6.9
7.3
7.6
7.9
8.3
8.7
9.0
9.3
9.7
9.9

10.3
10.5
10.9
11.1
11.4
11.8
12.0
12.3
12.4
13.2
13.3
13.2
14.0
14.2
15.7

86.60
103.26
128.63
145.59
162.33
177.08
189.93
203.48
215.01
227.68
240.11
252.36
264.33
276.29
289.07
302.11
313.59
326.81
338.85
349.87
363.04
371 .66
388.48
401.24
414.25
423.56
434.89
448.34
454.01
473.20
487.90
499.33
522.65
529.82
584.58

93.77
115.29
139.56
160.39
179.25
196.06
211 .73
228.49
238.64
252.80
267.05
280.92
292.86
304.91
319.26
333.31
345.23
357.70
371 .08
380.99
394.97
404.07
419.29
430.45
443. 17
455.38
465.21
475.53
482.53
504.48
514.34
520.53
548.02
553.88
608.58

7.17
12.02
10.93
14.79
16.92
18.98
21.80
23.01
23.62
25.12
26.94
28.56
28.53
28.62
30.19
31 .20
31 .64
30.89
32.23
31.13
31.94
32.41
30.81
29.21
28.91
31 .82
30.32
27.29
28.52
31.29
26.44
21 .20
25.37
23.87
24.00

8.3%
11.6%
8.5%

10.2%
10.4%
10.7%
11.5%
11.3%
11.0%
11.0%
11.2%
11.3%
10.8%
10.4%
10.4%
10.3%
10.1%
9.5%
9.5%
a.9%
8.8%
8.7%
7.9%
7.3%
7.0%
7.5%
7.0%
5.1%
6.3%
5.5%
5.4%
4.2%
4.9%
4.5%
4.1%
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Change

Arizona public Service Company
Test Year Ending December 2015

Typical Residential Bill Analysis at Present and Proposed Rates
ET-1 customers moving to R-3

(excludes bill reduction from transferring adjustor rates to base rates)

Winter
(B) (D)

kph block On-Pk kW

Monthly Bill
under

Current Rates

Monthly Bill
under

Proposed Rates Amount ($)

(B) - (A)

601-700
701-a00
801-900

901 -1000
1001 -1100
1101 -1200
1201 -1300
1301 -1400
1401 -1500
1501 -1600
1601 -1700
1701 -1800
1801 -1900
1901-2000
2001 -2100
2101 -2200
2201-2300
2301 -2400
2401-2500
2501-2600
2601-2700
2701 -2800
2801-2900
2901-3000
3001 -3100
3101 -3200
3201-3300
3301-3400
3401-3500
3501-3600
3601-3700
3701-3800
3801-3900
3901-4000
4001-5000

1.9
2.1
2.2
2.6
2.9
3.3
3.6
3.9
4.2
4.4
4.7
4.9
5.2
5.4
5.7
5.9
6.2
6.4
6.6
6.9
7.1
7.3
7.6
7.7
7.8
8.1
8.2
8.7
9.0
9.2
9.2
9.3
9.4
9.6

11.2

65.20
71 .34
72.11
75.84
80.56
85.63
92.05
97.13

103.59
109.70
115.82
122.19
129.20
136.15
141 .99
148.80
155.93
162.86
170.69
178.12
185.53
194.34
201 .90
205.87
211 .85
221 .57
229.30
241 .10
249.69
253.04
255.09
270.32
257.74
278.91
324.35

78.49
84.76
86.01
93.27
99.58

107.51
115.20
122.20
130.09
135.73
144.30
151 .05
159.08
153.11
173.49
180.33
188.40
195.28
202.40
211 .01
217.81
225.88
233.05
237.82
243.02
252.57
258.68
271 .13
281 .25
286.86
291.10
295.87
295.14
305.94
351 .09

13.29
13.42
13.90
17.43
19.02
21 .88
23.15
25.06
26.50
27.03
28.48
28.86
29.87
29.95
31 .50
31.53
32.47
32.43
31.71
32.89
32.29
31 .54
31 .15
31 .95
31.17
31 .00
29.37
30.03
31 .56
28.81
26.01
25.55
27.40
27.03
26.74

20.4%
18.8%
19.3%
23.0%
23.6%
25.6%
25.2%
25.8%
25.6%
24.6%
24.6%
23.6%
23.1%
22.0%
22.2%
21.2%
20.8%
19.9%
18.6%
18.5%
17.4%
18.2%
15.4%
15.5%
14.7%
14.0%
12.8%
12.5%
12.6%
11.2%
9.8%
9.5%
10.2%
9.7%
8.2%

NOTES TO SCHEDULE:
1) Bills do not include Adjustment, Regulatory Assessment, or Tax charges.
2) Present Rates are rates effective 7/1 I2012.
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Change

Arizona Public Service Company
Test Year Ending December 2015

Typical Residential Bill Analysis at Present and Proposed Rates
ET-2 customers moving to R-3

(excludes bill reduction from transferring adjustor rates to base rates)

Summer
(B) (D)

kph block On-Pk kW

Monthly Bill
under

CurTent Rates

Monthly Bill
under

Proposed Rates Amount ($)

(B) - (A)
%

(C) / (A)

601-700
701-800
801-900

901 -1000
1001 -1100
1101 -1200
1201 -1300
1301 -1400
1401 -1500
1501 -1600
1601 -1700
1701 -1800
1801 -1900
1901-2000
2001 -2100
2101 -2200
2201-2300
2301 -2400
2401-2500
2501 -2600
2601 -2700
2701-2800
2801-2900
2901-3000
3001 -3100
3101 -3200
3201-3300
3301-3400
3401-3500
3501-3600
3601-3700
3701-3800
3801-3900
3901-4000
4001-5000

1.8
2.4
3.1
3.8
4.4
4.9
5.4
5.9
6.3
6.7
7.1
7.4
7.8
8.2
8.5
8.9
9.2
9.5
9.9

10.2
10.4
10.8
11.1
11.4
11.7
12.0
12.2
12.7
12.9
13.3
13.4
13.7
14.3
14.4
15.3

90.90
110.05
131 .47
149.09
164.51
179.32
192.35
203.12
218.48
230.53
243.44
256.53
268.34
281 .13
291 .53
303.95
316.56
326.96
340.66
352.78
366.79
377.32
389.55
401.97
414.15
422.90
431 .59
450.37
454.17
471 .42
490.27
492.16
509.72
514.19
563.63

98.01
117.82
140.40
161.41
179.76
196.53
212.57
228.72
242.83
256.62
271 .10
283.55
297.55
311 .58
323. 10
336.97
349.24
361 .14
375.36
387.48
399.09
412.49
424. 17
436.52
447.69
458.28
467. 18
486.41
491 .93
508.95
519.05
527.93
546.30
550.86
596.58

7.11
7.77
8.93

12.32
15.25
17.21
19.92
22.60
24.35
26.10
27.66
27.01
29.20
30.45
31.57
33.02
32.68
34.18
34.69
34.70
32.30
35.18
34.62
34.54
33.54
35.38
35.59
36.03
37.75
37.53
28.78
35.77
36.58
36.67
32.95

7.8%
7. 1 %
6.8%
8.3%
9.3%
9.6%

10.8%
11.0%
11.1%
11.3%
11.4%
10.5%
10.9%
10.8%
10.8%
10.9%
10.3%
10.5%
10.2%
9.8%
8.8%
9.3%
8.9%
8.8%
s. 1 %
8.4%
8.2%
8.0%
8.8%
8.0%
5.9%
7.3%
7.2%
7. 1 %
5.8%
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Change

Arizona Public Service Company
Test Year Ending December 2015

Typical Residential Bill Analysis at Present and Proposed Rates
ET-2 customers moving to R-3

(excludes bill reduction from transferring adjustor rates to base rates)

Winter
(B) (C) (D)

kph block On-Pk kW

Monthly Bill
under

Current Rates

Monthly Bill
under

Proposed Rates Amount ($)

(B) - (A)

%

(C) /(A)

601 -700
701 -800
801-900

901 -1000
1001 -1100
1101 -1200
1201 -1300
1301 -1400
1401 -1500
1501 -1600
1601 -1700
1701 -1800
1801 -1900
1901-2000
2001 -2100
2101 -2200
2201 -2300
2301 -2400
2401 -2500
2501-2600
2601-2700
2701-2800
2801-2900
2901-3000
3001 -3100
3101 -3200
3201-3300
3301 -3400
3401 -3500
3501-3600
3601 -3700
3701 -3800
3801-3900
3901-4000
4001-5000

1.9
2.1
2.4
2.7
3.1
3.5
3.8
4.1
4.4
4.7
5.0
5.3
5.5
5.8
6.0
6.3
6.5
6.8
6.9
7.2
7.3
7.5
7.8
7.9
8.2
8.6
8.7
8.9
9.2
9.5
9.4
9.8

10.2
10.2
11.0

66.89
69.46
72.15
75.66
80.90
86.14
92.23
97.71

104.34
110.82
116.95
123.72
130.14
136.71
144.07
151 .22
157.78
165.04
172.29
179.22
184.00
191 .70
200.62
206.84
217.20
225.91
235.40
238.36
249.17
254.54
260.58
270.30
280.65
289.20
318.64

78.40
82.54
87.48
93.47

101 .46
109.58
116.82
124.00
131 .74
139.58
147.10
154.90
161 .55
169.36
176.71
184.63
191.44
199.70
205.08
213.34
217.68
225.05
233.78
239.17
248.47
258.86
266.03
270.03
281 .29
287.36
289.81
300.82
310.35
318.18
345.82

11.50
13.08
15.34
17.81
20.55
23.43
24.60
26.28
27.40
28.76
30.15
31.18
31 .41
32.65
32.64
33.41
33.66
34.67
32.77
34.12
33.58
33.35
33.15
32.33
31 .27
32.95
30.63
31 .66
32.12
32.81
29.23
30.52
29.70
28.95
26.97

17.2%
18.8%
21.3%
23.5%
25.4%
27.2%
26.7%
26.9%
26.3%
25.9%
25.8%
25.2%
24.1%
23.9%
22.7%
22.1%
21.3%
21.0%
19.0%
19.0%
18.3%
17.4%
16.5%
15.6%
14.4%
14.6%
13.0%
13.3%
12.9%
12.9%
11 .2%
11.3%
10.5%
10.0%
8.5%

NOTES TO SCHEDULE;
1) Bills do not include Adjustment, Regulatory Assessment, or Tax charges.
2) Present Rates are rates effective 7/1 I2012.
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Change

Arizona Public Service Company
Test Year Ending December 2015

Typical Residential Bill Analysis at Present and Proposed Rates
ECT-1R customers moving to R-3

(excludes bill reduction from transferring adjustor rates to base rates)

Summer (B) (C) (D)

kph block On-Pk kW

Monthly Bill
under

Current Rates

Monthly Bill
under

Proposed Rates Amount ($)

(B) - (A)
%

(C) /(A)

601-700
701-800
801 -900

901 -1000
1001 -1100
1101 -1200
1201 -1300
1301 -1400
1401 -1500
1501 -1600
1601 -1700
1701 -1800
1801 -1900
1901-2000
2001 -2100
2101 -2200
2201-2300
2301 -2400
2401 -2500
2501 -2600
2601 -2700
2701-2800
2801-2900
2901-3000
3001 -3100
3101 -3200
3201 -3300
3301 -3400
3401-3500
3501-3600
3601-3700
3701-3800
3801-3900
3901-4000
4001-5000

1.5
2.2
3.0
3.7
4.2
4.7
5.3
5.6
5.9
6.3
6.7
7.0
7.4
7.7
8.1
8.4
8.7
9.1
9.5
9.7

10.2
10.6
10.6
11.3
11.4
11.5
12.1
12.3
12.7
13.0
13.5
13.4
13.6
14.5
15.4

82.02
96.02

115.77
136.32
149.59
164.38
177.92
189.48
199.90
211 .85
224.67
236.00
247.06
258.02
269.51
281 .57
291 .82
304.46
31 e. 15
325.83
338.23
351 .71
358.23
375.70
378.88
389.05
405.96
412.58
429.96
437.78
452.45
451 .22
461 .31
482. 15
525.69

94. 13
112. 13
136.95
159.00
174.66
191 .77
209.65
221 .52
233.86
247.97
263.01
274.65
289.38
300.79
315.72
328.41
340.38
355. 19
368.67
379.96
394.79
410.30
416.36
436.31
442.20
453.58
470.40
479.68
499. 16
508.75
525.30
521 .47
536.30
558. 19
607.69

12.11
16.11
21 .18
22.69
25.07
27.39
31 .73
32.04
33.96
36.12
38.34
38.66
42.32
42.77
46.21
45.84
48.56
50.73
52.52
54.13
56.56
58.60
58.12
60.61
63.32
54.53
64.43
67.10
69.19
70.97
72.85
70.26
74.98
75.04
82.00

14.8%
16.8%
18.3%
16.6%
16.8%
16.7%
17.8%
16.9%
17.0%
17.1%
17. 1 %
16.4%
17.1%
16.6%
17.1%
16.6%
16.6%
16.7%
16.6%
16.6%
16.7%
16.7%
16.2%
16.1%
16.7%
16.6%
15.9%
16.3%
16.1%
16.2%
16.1%
15.6%
16.3%
15.8%
15.6%
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Change

Arizona Public Service Company
Test Year Ending December 2015

Typical Residential Bill Analysis at Present and Proposed Rates
ECT-1R customers moving to R-3

(excludes bill reduction from transferring adjustor rates to base rates)

Winter
(B) (D)

kph block On-Pk kW

Monthly Bill
under

Current Rates

Monthly Bill
under

Proposed Rates Amount ($)

(B) - (A)

%

(C) /(A)

1.2
2.1
2.0
2.4
2.8
3.1
3.4
3.6
3.9
4.2

601-700
701-800
801-900

901 -1000
1001 -1100
1101 -1200
1201 -1300
1301 -1400
1401 -1500
1501 -1600
1601 -1700
1701 -1800
1801 -1900
1901-2000
2001 -2100
2101 -2200
2201-2300
2301 -2400
2401-2500
2501-2600
2601-2700
2701-2800
2801-2900
2901-3000
3001 -3100
3101 -3200
3201-3300
3301-3400
3401-3500
3501-3600
3601-3700
3701-3800
3801-3900
3901-4000
4001-5000

4.4
4.7
4.9
5.2
5.3
5.5
5.8
5.9
6.3
6.5
6.8
6.9
7.1
7.5
7.7
7.7
8.1
8.3
8.3
8.6
9.0
9.5
9.3

10.0
10.6

53.70
69.86
70.72
76.23
83.06
88.51
95.51

100.87
108.04
113.20
118.08
124.72
129.49
136.44
141 .27
146.30
152.82
158.00
165.74
169.84
176.72
180.11
186.72
193.84
201 .84
203.57
212.08
218.97
218.37
226.55
232.90
249.26
248.98
259.63
284.12

68.07
83.94
84.14
90.75
99.21

105.90
113.56
120.23
128.02
135.53
141.58
149.86
155.87
164.49
169.28
175.64
183.65
188.85
198.24
204.64
213.20
217.41
225.47
233.87
242.92
245.10
255.44
262.63
253.04
273.12
280.74
299.95
298.68
312.42
340.49

14.37
14.08
13.42
14.52
16.15
17.39
18.05
19.36
19.98
22.32
23.50
25.14
26.38
28.05
28.01
29.33
30.83
30.84
32.50
34.80
36.48
37.31
38.76
40.04
41.08
41.53
43.35
43.65
44.68
46.57
47.83
50.59
49.70
52.79
56.36

26.7%
20.2%
19.0%
19.0%
19.4%
19.6%
18. 9%
19.2%
18.5%
19.7%
19.9%
20.2%
20.4%
20.6%
19.8%
20. 1 %
20.2%
19.5%
19.8%
20.5%
20.8%
20.7%
20.8%
20.7%
20.4%
20.4%
20.4%
19. 9%
20.5%
20.8%
20.5%
20.3%
20.0%
20.3%
19.8%

NOTES TO SCHEDULE:
1) Bills do not include Adjustment, Regulatory Assessment, or Tax charges.
2) Present Rates are rates effective 7/1 I2012.
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Change

Arizona Public Service Company
Test Year Ending December 2015

Typical Residential Bill Analysis at Present and Proposed Rates
ECT-2 customers moving to R-3

(excludes bill reduction from transferring adjustor rates to base rates)

Summer (B) (C) (D)

kph block On-Pk kW

Monthly Bill
under

Current Rates

Monthly Bill
under

Proposed Rates Amount ($)

(B) - (A)

%

(C) /(A)

1.6
2.3
3.2
3.8

601 -700
701 -800
801-900

901 -1000
1001 -1100
1101 -1200
1201 -1300
1301 -1400
1401 -1500
1501 -1600
1601 -1700
1701 -1800
1801 -1900
1901-2000
2001 -2100
2101 -2200
2201-2300
2301-2400
2401-2500
2501 -2600
2601-2700
2701 -2800
2801-2900
2901-3000
3001 -3100
3101 -3200
3201-3300
3301-3400
3401-3500
3501 -3600
3601 -3700
3701 -3800
3801-3900
3901-4000
4001-5000

4.4
4.9
5.4
5.8
6.2
6.6
7.0
7.3
7.7
8.1
8.4
8.7
9.1
9.4
9.8

10.1
10.5
10.7
11.1
11.3
11.6
12.0
12.3
12.6
12.7
13.2
13.4
13.7
13.9
14.4
15.5

76.62
92.62

119.20
136.64
152.52
166.79
181 .06
193.32
205.71
215.77
228.07
240.46
252.75
263.31
273.82
284.46
296.85
307.05
318.17
328.01
339.05
349.07
360.84
369.83
380.15
393.03
402.70
411 .86
420.00
433.36
442.01
451 .67
458.48
472.95
516.18

90.26
111.89
142.29
162.10
180.42
197.15
213.74
227,97
242.57
255.99
270.24
283.09
297.44
311 .27
323.56
336.03
350.41
362.15
376.60
388.30
402.63
412.71
426.34
436.59
449.02
463.66
475.11
487.12
494.79
512.20
520.46
531 .68
539.91
557.55
606.20

13.64
19.27
23.09
25.47
27.90
30.36
32.67
34.65
36.87
40.22
42.17
42.63
4-4.68
47.96
49.74
51 .57
53.56
55.10
58.43
60.29
63.58
63.64
65.50
66.76
68.87
70.63
72.41
75.26
74.80
78.84
78.45
80.01
81 .42
84.59
90.02

17.8%
20.8%
19.4%
18.6%
18.3%
18.2%
18.0%
17.9%
17.9%
18.6%
18.5%
17.7%
17.7%
18.2%
18.2%
18. 1 %
18.0%
17.9%
18.4%
18.4%
18.8%
18.2%
18.2%
18. 1 %
18. 1 %
18.0%
18.0%
18.3%
17.8%
18.2%
17.7%
17.7%
17.8%
17.9%
17.4%
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Change

Arizona Public Service Company
Test Year Ending December 2015

Typical Residential Bill Analysis at Present and Proposed Rates
ECT-2 customers moving to R-3

(excludes bill reduction from transferring adjustor rates to base rates)

Winter (B) (C) (D)

kph block On-pk kW

Monthly Bill
under

Current Rates

Monthly Bill
under

Proposed Rates Amount ($)

(B) - (A)

601-700
701-800
801 -900

901 -1000
1001 -1100
1101 -1200
1201 -1300
1301-1400
1401 -1500
1501 -1600
1601-1700
1701 -1800
1801 -1900
1901 -2000
2001 -2100
2101 -2200
2201-2300
2301 -2400
2401-2500
2501-2600
2601-2700
2701 -2800
2801-2900
2901-3000
3001 -3100
3101 -3200
3201 -3300
3301 -3400
3401-3500
3501-3600
3601-3700
3701-3800
3801-3900
3901-4000
4001-5000

1.8
2.2
2.2
2.5
2.8
3.2
3.5
3.8
4.0
4.3
4.6
4.9
5.1
5.4
5.6
5.9
6.1
6.3
6.6
6.8
7.0
7.2
7.5
7.6
7.8
8.0
8.2
8.5
8.6
9.0
9.2
9.6
9.7
9.9

10.9

62.98
67.04
65.34
69.92
76.06
81.49
87.04
93.00
97.78

104.17
110.27
115.17
120.14
126.52
131.89
137.03
141 .94
148.69
153.67
159.40
164.53
170.22
176.84
182.55
186.48
191 .65
198.35
203.97
210.45
215.51
221 .50
230.29
236.36
241.05
267.60

81 .06
87.33
85.15
90.84
97.33

105.42
112.44
120.01
126.01
134.13
141 .83
149.23
155.47
163.44
170.27
178.00
184.19
191.53
198.99
206.26
212.75
219.90
228.23
234.29
240.51
245.97
254.33
252.51
269.58
276.92
285.80
295.65
303.47
309.17
342.79

18,08
20.29
19.80
20.92
21 .27
23.94
25.40
27.00
28.24
29.95
31 .55
34.06
35.33
36.93
38.37
40.97
42.25
42.84
45.33
46.86
48.23
49.68
51 .38
51 .75
54.13
55,32
55.98
58.54
59.13
61 .41
64.30
65.35
67.11
68.11
75.19

28.7%
30.3%
30.3%
29.9%
28.0%
29.4%
29.2%
29.0%
28.9%
28.8%
28.6%
29.6%
29.4%
29.2%
29. 1 %
29.9%
29.8%
28.8%
29.5%
29.4%
29.3%
29.2%
29. 1 %
28.3%
29.0%
28.9%
28.2%
28.7%
28.1%
28.5%
29.0%
28.4%
28.4%
28.8%
28.1%

NOTES TO SCHEDULE:
1)
2)

Bills do not include Adjustment, Regulatory Assessment, or Tax charges.
Present Rates are rates effective 7/1/2012.
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Change

Arizona Public Service Company
Test Year Ending December 2015

Typical Residential Bill Analysis at Present and Proposed Rates
E-12 Solar Legacy Summer (May - October)

(excludes bill reduction from transferring adjustor rates to base rates)

(A) (B) (D) (E)

Monthly
k p h

Monthly Bill
under

Present Rates

Monthly Bill
under

Proposed Rates Amount ($)

(C) . (B)
%

(D) /(B)

200
250
300
350
400
450
500
550
600
650
700
750
800
850
900
950

1 ,000
1 , 100
1 ,200
1 ,300
1 ,400
1 ,500
1 ,600
1 ,700
1 ,800
1 ,900
2,000
2,200
2,400
2,600
2,800
3,000
4,000
5,000

27.92
32.77
37.61
42.45
47.30
54.21
61 .12
68.02
74.93
81 .84
88.75
95.66

102.57
110.65
118.73
126.82
134.90
151 .07
167.23
183.40
199.57
215.74
231 .90
248.07
264.24
280.40
295.57
328.90
361 .24
393.57
425.91
458.24
630.81
803.38

33.34
39.12
44.90
50.68
56.46
64.70
72.94
81 .18
89.43
97.67

105.91
114.15
122.39
132.04
141.68
151.32
160.97
180.25
199.54
218.83
238.12
257.40
276.69
295.98
315.26
334.55
353.84
392.41
430.99
469.56
508.13
546.71
752.58
958.45

5.42
6.35
7.29
8.23
9.18

10.49
11.82
13.16
14.50
15.83
17.16
18.49
19.82
21.89
22.95
24.50
28.07
29.19
32.31
35,43
38.55
41.66
44.79
47.91
51.02
54.15
57.27
63.51
59.75
75.99
82.22
88.47

121.77
155.07

19.4%
19.4%
19.4%
19.4%
19.4%
19.4%
19.3%
19.3%
19.4%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%

Supporting Schedules:
N/A

Recap Schedules:
N/A

NOTES TO SCHEDULE:
1) Bills do not include Adjustment, Regulatory Assessment, or Tax charges.
2) Present Rates are rates effective 7/1/2012.
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Change

Arizona Public Service Company
Test Year Ending December 2015

Typical Residential Bill Analysis at Present and Proposed Rates
E-12 Solar Legacy Winter (November - April)

(excludes bill reduction from transferring adjustor rates to base rates)

(A) (B) (D)

Monthly
k p h

Monthly Bill
under

Present Rates

Monthly Bill
under

Proposed Rates Amount ($)
(C)-(B)

%

(D) /(B)

200
250
300
350
400
450
500
550
600
650
700
750
800
850
900
950

1 ,000
1 ,100
1 ,200
1 ,300
1 ,400
1 ,500
1 ,600
1 ,700
1 ,800
1 ,900
2,000
2,200
2,400
2,600
2,800
s,000
4,000

27.38
32.09
36.80
41 .51
45.22
50.93
55.64
60.34
65.05
69.76
74.47
79.18
83.89
88.59
93.30
98.01

102.72
112. 14
121 .55
130.97
140.39
149.81
159.22
168.64
178.06
187.47
196.89
215.72
234.56
253.39
272.23
291 .06
385.23

32.70
38.32
43.93
49.55
55.17
60.78
66.40
72.02
77.63
83.25
88.87
94.49

100.10
105.72
111.34
116.95
122.57
133.80
145.04
156.27
167.51
178.74
189.97
201 .21
212.44
223.68
234.91
257.38
279.85
302.31
324.78
347.25
459.59

5.32
6.23
7.13
8.04
8.95
9.85

10.76
11.68
12.58
13.49
14.40
15.31
16.21
17.13
18.04
18.94
19.85
21 .66
23.49
25.30
27.12
28.93
30.75
32.57
34.38
35.21
38.02
41.66
45.29
48.92
52.55
56.19
74.36

19.4%
19.4%
19.4%
19.4%
19.4%
19.3%
19.3%
19.4%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%

Sunoortina Schedules:
N/A

RecaD Schedules:
N/A

NOTES TO SCHEDULE:
1) Bills do not include Adjustment, Regulatory Assessment, or Tax charges.
2) Present Rates are rates effective 7/1/2012.
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Change

Arizona Public Service Company
Test Year Ending December 2015

Typical Residential Bill Analysis at Present and Proposed Rates
ET-1 Solar Legacy Summer (May - October)

(excludes bill reduction from transferring adjustor rates to base rates)

(A) (B) (D)

Monthly
k p h

Monthly Bill
under

Present Rates

Monthly Bill
under

Proposed Rates Amount ($)

(C)- (B)

%
(D)/(B)

200
250
300
350
400
450
500
550
600
650
700
750
800
850
900
950

1,000
1,100
1,200
1,300
1 ,400
1,500
1 ,600
1,700
1,800
1,900
2,000
2,200
2,400
2,600
2,800
3,000

38.16
43.53
48.90
54.27
59.64
65.01
70.38
75.75
81 .12
86.49
91 .86
97.23

102.60
107.97
113.34
118.71
124.08
134.82
145.58
156.30
187.04
177.78
188.52
199.26
210.00
220.74
231 .48
252.96
274.44
295.92
317.40
338.88

45.55
51 .95
58.36
64.77
71 .17
77.58
83.99
90.39
96.80

103.20
109.61
115.02
122.42
128.83
135.24
141 .64
148.05
160.86
173.68
186.49
199.30
212.12
224.93
237.74
250.55
263.37
276.18
301 .81
327.43
353.06
378.68
404.31

7.39
8.42
9.46

10.50
11.53
12.57
13.61
14.84
15.68
16,71
17.75
18.79
19.82
20.88
21 .90
22.93
23.97
26.04
28.12
30.19
32.26
34.34
36.41
38.48
40.55
42.63
44.70
48.85
52.99
57.14
61 .28
85.48

19.4%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%

ET-1 Summer Average Energy On-Peak: 41%

Supporting Schedules:
N/A

Recap Schedules:
N/A

NOTES TO SCHEDULE:

1) Bills do not include Adjustment, Regulatory Assessment, or Tax charges.
2) Present Rates are rates effective 7/1/2012.
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Change

Arizona Public Service Company
Test Year Ending December 2015

Typical Residential Bill Analysis at Present and Proposed Rates
ET-1 Solar Legacy Winter (November - April)

(excludes bill reduction from transferring adjustor rates to base rates)

(A) (B) (C) (D)

Monthly
k p h

Monthly Bill
under

Present Rates

Monthly Bill
under

Proposed Rates Amount ($)

(C) - (B)
%

(D)/(B)

200
250
300
350
400
450
500
550
600
650
700
750
800
850
900
950

1 ,000
1 ,100
1 ,200
1 ,300
1 ,400
1 ,500
1 ,600
1 ,700
1,000
1,900
2,000
2,200
2,400
2,600
2,800
3,000

33.76
38.03
42.30
45.57
50.84
55.11
59.38
63.65
67.92
72. 19
76.46
80.73
85.00
89.27
93.54
97.81

102.08
110.82
119. 16
127.70
136.24
144.78
153.32
161 .85
170.39
178.93
187.47
204.55
221 .63
238.71
255.79
272.87

40.30
45.39
50.48
55.58
60.67
65.76
70.86
75.95
81 .05
86.14
91 .23
96.33

101 .42
106.52
111.61
115.70
121 .so
131 .go
142. 17
152.36
152.55
172.74
182.92
193.11
203.30
213.49
223.67
244.05
264.43
284.80
305. 18
325.55

6.54
7.36
8. 18
9.01
9.83

10.65
11.48
12.30
13. 13
13.95
14.77
15.60
16.42
17.25
18.07
18.89
19.72
21 .37
23.01
24.66
26.31
27.96
29.60
31 .26
32.91
34.56
36.20
39.50
42.80
45.09
49.39
52.58

19.4%
19.4%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%

ET-1 Winter Average Energy On-Peak: 33%

Supnortinq Schedules:
N/A

Recap Schedules:

N/A

NOTES TO SCHEDULE:
1) Bills do not include Adjustment, Regulatory Assessment, or Tax charges.
2) Present Rates are rates effective 7/1/2012.

Schedule H-4
Page 35 of 82



Change

Ill

Arizona Public Service Company
Test Year Ending December 2015

Typical Residential Bill Analysis at Present and Proposed Rates
ET-2 Solar Legacy Summer (May - October)

(excludes bill reduction from transferring adjustor rates to base rates)

(A) (B) (D) (E)

Monthly
kph

Monthly Bill
under

Present Rates

Monthly Bi\l
under

Proposed Rates Amount ($)

(C) - (B)

%

(D)/(5)

200
250
300
350
400
450
500
550
600
550
700
750
800
850
900
950

1 ,000
1 ,100
1 ,200
1 ,300
1 ,400
1 ,500
1 ,600
1,700
1,800
1 ,900
2,000
2,200
2,400
2,600
2,800
3,000

38.24
43.63
49.02
54.41
59.80
65.20
70.59
75.98
81.37
86.76
92.15
97.54

102.93
108.32
113.71
119. 10
124.49
135.27
145.05
156.84
167.62
178.40
189.18
199.96
210.74
221.52
232.30
253.87
275.43
296.99
318.55
340.12

45.64
52.08
58.51
64.94
71 .37
77.80
84.23
90.66
97.09

103.52
109.95
116.39
122.a2
129.25
135.68
142.11
148.54
161 .40
174.27
187.13
199.99
212.85
225.71
23a.58
251 .44
264.30
277.16
302.89
328.51
354.33
380.06
405.78

7.40
8.45
9.49

10.53
11.57
12.60
13.64
14.68
15.72
16.76
17.80
18.85
19,89
20.93
21 .97
23.01
24.05
26.13
28.22
30.29
32.37
34.45
36.53
38.62
40.70
42.78
44.86
49.02
53. 18
57.34
61 .51
65.66

19.4%
19.4%
19.4%
19.4%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%

ET-2Summer Average EnergyOn-peak: 25%

Supporting Schedules:
N/A

Recap Schedules:
N/A

NOTES TO SCHEDULE:
1) Bills do not include Adjustment, Regulatory Assessment, or Tax charges.
2) Present Rates are rates effective 7/1/2012.
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Change

l I

\.

Arizona Public Service Company
Test Year Ending December 2015

Typical Residential Bill Analysis at Present and Proposed Rates
ET-2 Solar Legacy Winter (November - April)

(excludes bill reduction from transferring adjustor rates to base rates)

(A) (B) (D)

Monthly
k p h

Monthly Bill
under

Present Rates

Monthly Bill
under

Proposed Rates Amount ($)

(C) - (B)
%

(D) /(B)

200
250
300
350
400
450
500
550
600
650
700
750
800
850
900
950

1 ,000
1 , 100
1 ,200
1 ,300
1 ,400
1 ,500
1 ,600
1 ,700
1 ,800
1 ,900
2,000
2,200
2,400
2,600
2,800
3,000

34.07
38.42
42.77
47.12
51.47
55.82
60.17
54.52
68.86
73.21
77.55
81.91
86.26
90.51
94.96
99.31

103.65
112.85
121.05
129.75
138.44
147.14
155.84
164.54
173.23
181.93
190.63
208.02
225.42
242.81
250.21
277.50

40.67
45.86
51 .05
56.23
61 .42
66.61
71 .80
76.99
82.17
87.36
92.55
97.74

102.93
108.11
113.30
118.49
123.68
134.05
144.43
154.80
165.18
175.55
185.93
196.31
206.68
217.06
227.43
248.18
268.94
289.69
310.44
331.19

6.60
7.44
8.28
9.11
9.95

10.79
11.63
12.47
13.31
14.15
14.99
15.83
16.67
17.50
18.34
19.18
20.03
21.70
23.38
25.05
25.74
28.41
30.09
31.77
33.45
35.13
36.80
40.16
43.52
46.88
50.23
53.59

19.4%
19.4%
19.4%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%
19.3%

ET-2 Winter Average Energy On-Peak: 19%

Supporting Schedules:
N/A

RecaD Schedules:

N/A

NOTES TO SCHEDULES

1) Bills do not include Adjustment, Regulatory Assessment, or Tax charges.
2) Present Rates are rates effective 7/1/2012.
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Change

Arizona Public Service Company
Test Year Ending December 2015

Typical Residential Bill Analysis at Present and Proposed Rates
ECT-1R Solar Legacy Summer (May - October)

(excludes bill reduction from transferring adjustor rates to base rates)

(A) (B) (D) (9

kW
Load

Factor
Monthly

k p h

Monthly Bill
under

Present Rates

Monthly Bill
under

Proposed Rates Amount ($)

(E) - (D)
%

(F) /(D)

3
3
3
3
3

20%
30%
40%
50%
75%

438
657
876

1,095
1,643

80.92
.92.71
104.50
116.30
145.81

96.55
110.62
124.69
138.76
173.97

15.63
17.91
20.19
22.46
28.16

19.3%
19.3%
19.3%
19.3%
19.3%

5
5
5
5
5

20%
30%
40%
50%
75%

730
1 ,095
1,460
1 ,825
2,738

123.74
143.40
163.05
182.71
231.87

147.64
171.09
194.54
217.99
276.65

23.90
27.69
31.49
35.28
44.78

19.3%
19.3%
19.3%
19.3%
19.3%

8
8
8
8
8

20%
30%
40%
50%
75%

1,168
1,752
2,336
2,920
4,380

187.98
219.43
250.87
282.32
360.95

224.28
261.80
299.32
336.83
430.63

36.30
42.37
48.45
54.51
69.68

19.3%
19.3%
19.3%
19.3%
19.3%

10
10
10
10
10

20%
30%
40%
50%
75%

1 ,460
2,190
2,920
s,e50
5,475

230.80
270.11
309.42
348.73
447.01

275.37
322.27
369.16
416.06
533.31

44.57
52. 16
59.74
67.33
86.30

19.3%
19.3%
19.3%
19.3%
19.3%

12
12
12
12
12

20%
30%
40%
50%
75%

1,752
2,628
3,504
4,380
6,570

273.63
320.80
367.97
415. 15
533.08

326.46
382.74
439.01
495.29
635.99

52.83
61.94
71.04
80.14

102.91

19.3%
19.3%
19.3%
19.3%
19.3%

15
15
15
15
15

20%
30%
40%
50%
75%

2,190
3,285
4,380
5,475
8,213

337.86
396.83
455.80
514.76
662.20

408.09
473.44
543.79
614.13
790.04

65.23
76.61
87.99
99.37

127.84

19.3%
19.3%
19.3%
19.3%
19.3%

ECT-1R Summer Average Energy On-peak: 40%

SuDDorting Schedules:
N/A

Recap Schedules:
N/A

NOTES TO SCHEDULE:
1) Bills do not include Adjustment, Regulatory Assessment, or Tax charges.
2) Present Rates are rates effective 7/1/2012.
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Arizona Public Service Company
Test Year Ending December 2015

Typical Residential Bill Analysis at Present and Proposed Rates
ECT-1R Solar Legacy Winter (November - April)

(excludes bill reduction from transferring adjustor rates to base rates)

(A) (B) (D) (E) (G)

kW
Load

Factor
Monthly

k p h

Monthly Bill
under

Present Rates

Morlthly Bill
under

Proposed Rates Amount ($)

(E) - (D)

3
3
3
3
3

20%
30%
40%
50%
75%

438
657
876

1,095
1,643

64.60
74.46
84.31
94.17

118.84

77.09
88.85

100.61
112.37
141.80

12.49
14.39
16.30
18.20
22.96

19.3%
19.3%
19.3%
19.3%
19.3%

5
5
5
5
5

20%
30%
40%
50%
75%

730
1 ,095
1,460
1 ,825
2,738

96.54
112.97
129.40
145.83
186.93

115.20
134.80
154.40
174.00
223.04

18.66
21.83
25.00
28.17
36.11

19.3%
19.3%
19.3%
19.3%
19.3%

8
8
8
8
8

20%
30%
40%
50%
75%

1, 168
1 ,752
2.336
2,920
4,380

144.46
170.75
197.04
223.33
289.05

172.36
203.72
235.09
266.45
344.86

27.90
32.97
38.05
43.12
55.81

19.3%
19.3%
19.3%
19.3%
19.3%

10
10
10
10
10

20%
30%
40%
50%
75%

1 ,460
2,190
2,920
3,650
5,475

126.40
209.27
242. 13
274.99
357.14

210.47
249.68
288.88
328.09
426.10

34.07
40.41
46.75
53. 10
68.96

19.3%
19.3%
19.3%
19.3%
19.3%

12
12
12
12
12

20%
30%
40%
50%
75%

1 ,752
2,628
3,504
4.380
6,570

208.35
247.78
287.22
326.65
425.24

248.58
295.63
342.67
389.72
507.33

40.23
47.85
55.45
63.07
82.09

19.3%
19.3%
19.3%
19.3%
19.3%

15
15
15
15
15

20%
30%
40%
50%
75%

2,190
3,285
4,s80
5,475
8,213

256.27
305.56
354.85
404.14
527.40

305.75
364.55
423.36
482.17
629.21

49.48
58.99
68.51
78.03

101.81

19. 3%
19. 3°/o
19.3%
19. 3%
19. 3%

ECT-1R Winter Average Energy On-peak: 33%

Suvoortinq Schedules:
N/A

Recon Schedules:
N/A

NOTES TO SCHEDULE:
1) Bills do not include Adjustment, Regulatory Assessment, or Tax charges.
2) Present Rates are rates effective 7/1/2012.
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Arizona Public Service Company
Test Year Ending December 2015

Typical Residential Bill Analysis at Present and Proposed Rates
ECT-2 Solar Legacy Summer (May - October)

(excludes bill reduction from transferring adjustor rates to base rates)

(A) (B) (C) (E) (G)

Change

kW
Load

Factor
Monthly

k p h

Monthly Bill
under

Present Rates

Monthly Bill
under

Proposed Rates Amount ($)

(E) - (D)
%

(F) /(D)

3
3
3
3
3

20%
30%
40%
50%
75%

438
657
878

1 ,095
1.643

81.28
93,33

105.38
117.44
147.59

96.99
111.36
125.74
140.12
176.09

15.71
18.03
20.36
22.68
28.50

19.3%
19.3%
19.3%
19.3%
19.3%

5
5
5
5
5

20%
30%
40%
50%
75%

730
1,095
1,460
1,825
2,738

124.35
144.44
164.52
184.61
234.85

148.37
172.33
196.29
220.25
280. 18

24.02
27.89
31.77
35.64
45.33

19.3%
19.3%
19.3%
19.3%
19.3%

8
8
8
8
8

20%
30%
40%
50%
75%

1, 168
1,752
2,336
2,920
4,380

188.95
221 .09
253.23
285.36
385.70

225.43
263.77
302.10
340.44
436.28

36.48
42.68
48.87
55.08
70.58

19.3%
19.3%
19.3%
19.3%
19.3%

10
10
10
10
10

20%
30%
40%
50%
75%

1,460
2,190
2,920
3,650
5,475

232.02
272.19
312.36
352.53
452.96

276.81
324.73
372.65
420.57
540.37

44.79
52.54
60.29
68.04
87.41

19.3%
19.3%
19.3%
19.3%
19.3%

12
12
12
12
12

20%
30%
40%
50%
75%

1 ,752
2,628
3,504
4,380
6,570

275.09
323.29
371.50
419.70
540.21

328. 19
385.69
443.20
500.70
644.46

53.10
62.40
71.70
81.00

104.25

19.3%
19.3%
19.3%
19.3%
19.3%

15
15
15
15
15

20%
30%
40%
50%
75%

2, 190
3,285
4,380
5,475
8,213

339.69
399.95
460.20
520.46
671. 12

405.26
477. 14
549.02
620.90
800.63

65.57
77. 19
88.82

100.44
129.51

19.3%
19.3%
19.3%
19.3%
19.3%

ECT-2 Summer Average Energy On-Peak: 24%

Supporting Schedules:
N/A

Recap Schedules:
N/A

NOTES TO SCHEDULE:
1) Bills do not include Adjustment, Regulatory Assessment, or Tax charges.
2) Present Rates are rates effective 7/1/2012.
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Arizona Public Service Company
Test Year Ending December 2015

Typical Residential Bill Analysis at Present and Proposed Rates
ECT-2 Solar Legacy Winter (November - April)

(excludes bill reduction from transferring adjustor rates to base rates)

(A) (B) (D) (E) (G)

kW
Load

Factor
Monthly

k p h

Monthly Bill
under

Present Rates

Monthly Bill
under

Proposed Rates Amount ($)

(E) . (D)

3
3
3
3
3

20%
30%
40%
50%
75%

438
657
876

1 ,095
1,643

63.86
73.50
83.14
92.78

116.91

76.21
87.71
99.21

110.72
139.50

12.35
14.21
16.07
17.94
22.59

19.3%
19.3%
19.3%
19.3%
19.3%

5
5
5
5
5

20%
30%
40%
50%
75%

730
1,095
1,460
1,825
2.738

95.32
111.38
127.45
143.52
183.71

113.74
132.91
152.08
171.25
219.20

18.42
21.53
24.63
27.73
35.49

19.3%
19.3%
19.3%
19.3%
19.3%

8
8
8
8
8

20%
30%
40%
50%
75%

1 , 168
1 ,752
2,336
2,920
4,380

142.50
168.21
193.92
219.62
283.90

170.02
200.70
231.37
262.04
338.72

27.52
32.49
37.45
42.42
54.82

19.3%
19.3%
19.3%
19.3%
19.3%

10
10
10
10
10

20%
30%
40%
50%
75%

1,460
2,190
2,920
3,650
5,475

173.95
206.09
238.22
270.36
350.70

207.55
245.89
284.23
322.57
418.42

33.60
39.80
46.01
52.21
67.72

19.3%
19.3%
19.3°/o
19.3%
19.3%

12
12
12
12
12

20%
30%
40%
50%
75%

1 ,152
2,628
3,504
4,380
6,570

205.41
243.97
282.53
321.10
417.50

245.08
291.08
337.09
383. 10
498. 12

39.67
47.11
54.56
62.00
80.62

19.3%
19.3%
19.3%
19.3%
19.3%

15
15
15
15
15

20%
30%
40%
50%
75%

2,190
3,285
4,380
5,475
8,213

252.59
300.79
349.00
397.20
517.73

301.37
358.88
416.39
473.90
617.70

48.78
58.09
67.39
76.70
99,97

19.3%
19.3%
19.3%
19.3%
19.3%

ECT-2 Winter Average Energy On-Peak: 18%

Suooortinu Schedu\es:
N/A

Recap Schedules:
N/A

NOTES TO SCHEDULE:
1) Bills do not include Adjustment, Regulatory Assessment, or Tax charges.
2) Present Rates are rates effective 7/1/2012.
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Arizona Public Service Company
Test Year Ending December 2015

Typical General Service Bill Analysis at Present and Proposed Rates
E-20 Summer (May - October)

(excludes bill reduction from transferring adjustor rates to base rates)

(A) (B) (C) (D) (E) (F) (G)

On-
Peak
kW

I Change I
Load

Factor
Monthly

k p h

Monthly Bill
under

Present Rates

Monthly Bill
under

Proposed Rates Amount ($)

(E) - (D)

%

(F) / (D)

15
15
15
15
15

20%
30%
40%
50%
75%

2,190
3,285
4,380
5,475
8,213

271.95
374,02
476.09
578.16
833.38

345.02
458.73
572.44
686.15
970.47

73.07
84.71
96.35

107.99
137.09

26.9%
22.6%
20.2%
18.7%
16.4%

30
30
30
30
30

20%
30%
40%
50%
75%

4,380
6,570
8,760

10,950
16,425

511.95
716.09
920.23

1,124.37
1,634.71

629.44
858,85

1,084.27
1 ,311.69
1,880.24

117.49
140.76
164.04
187.32
245.53

22.9%
19.7%
17.8%
16.7%
15.0%

50
50
50
50
50

20%
30%
40%
50%
75%

7,300
10,950
14,600
18,250
27,375

831.96
1,172.19
1,512.41
1,852.64
2,703.21

1,008.66
1,387.69
1,766.72
2,145.75
3,093.33

176.70
215.50
254.31
293.11
390.12

212%
18.4%
16.8%
15.8%
14.4%

100
100
100
100
100

20%
30%
40%
50%
75%

14,600
21,900
29,200
36,500
54,750

1,631.96
2,312.42
2,992.88
3,673.34
5,374.48

1,956.72
2,714.78
3,472.84
4,230.90
6,126.05

324.76
402.36
479.96
557.56
751 .57

19.9%
17.4%
16.0%
15.2%
14.0%

150
150
150
150
150

20%
30%
40%
50%
75%

21 ,900
32,850
43,800
54,750
82,125

2,431.97
3,452.66
4,473.34
5,494.03
8,045.74

2,904.78
4,041.87
5,178.96
6,316.05
9,158.78

472.81
589.21
705.62
822.02

1,113.04

19.4%
17.1%
15.8%
15.0%
13.8%

General Service TOU Average Energy On-Peak: 31%

Supporting Schedules:
N/A

Recap Schedules:
N/A

NOTES TO SCHEDULE:
1) Bills do not include Adjustment, Regulatory Assessment, or Tax charges.
2) Present Rates are rates effective 7/1/2012.

Schedule H-4
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Arizona Public Service Company
Test Year Ending December 2015

Typical General Service Bill Analysis at Present and Proposed Rates
E-20 Winter (November - April)

(excludes bill reduction from transferring adjustor rates to base rates)

(D) (E) (G)

On-
Peak
kW

Load
Factor

Monthly
k p h

Monthly Bill
under

Present Rates

Monthly Bill
under

Proposed Rates

I Change I
Amount ($)

(E) - (D)

%

(F)/(D)

15
15
15
15
15

20%
30%
40%
50%
75%

2,190
3,285
4,380
5,475
8,213

245.75
336.48
427.21
517.93
744.80

319.93
421.10
522.26
623.43
876.39

74.18
84.62
95.05

105.50
131.59

30.2%
25. 1 %
22.2%
20.4%
17.7%

30
30
30
30
30

20%
30%
40%
50%
75%

4,380
6,570
8,760

10,950
16,425

459.55
641.00
822.46

1 ,003.92
1,457.56

579.26
781 .59
983.92

1,186.25
1,692.08

119.71
140.59
161.46
182.33
234.52

26.0%
21 .9%
19.6%
18.2%
16.1%

50
50
50
50
50

20%
30%
40%
50%
75%

7,300
10,950
14,600
18,250
27,375

744.61
1,047.04
1,349.47
1,651 .90
2,407.97

925.04
1,262.25
1,599.47
1,936.69
2,779.73

180.43
215.21
250.00
284.79
371.76

24.2%
20.6%
18.5%
17.2%
15.4%

100
100
100
100
100

20%
30%
40%
50%
75%

14,600
21,900
29,200
36,500
54,750

1,457.27
2,062.13
2,666.99
3,271.85
4,784.00

1,789.47
2,463.91
3,138.34
3,812.78
5,498.86

332.20
401.78
471.35
540.93
714.86

22.8%
19.5%
17.7%
16.5%
14.9%

150
150
150
150
150

20%
30%
40%
50%
75%

21,900
32,850
43,800
54,750
82,125

2,169.93
3,077.22
3,984.51
4,891.80
7,160.02

2,653.91
3,665.56
4,677.21
5,688.86
8,218.00

483.98
588.34
692.70
797.06

1,057.98

22.3%
19.1%
17.4%
16.3%
14.8%

General Service TOU Average Energy On-Peak: 31%

Supporting Schedules:
N/A

Recap Schedules:
N/A

NOTES TO SCHEDULE:
1) Bills do not include Adjustment, Regulatory Assessment, or Tax charges.
2) Present Rates are rates effective 7/1 I2012.
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Change

Arizona Public Service Company
Test Year Ending December 2015

Typical General Service Bill Analysis at Present and Proposed Rates
E-30 Summer (May - October)

(excludes bill reduction from transferring adjustor rates to base rates)

(A) (B) (D)

Monthly
k ph

Monthly Bill
under

Present Rates

Monthly Bill
under

Proposed Rates Amount (S)
(C)-(B)

%

(D) /(B)

30
40
50
60
70
80
90

100
125
150
175
200
225
250
275
300
325
350
375
400
425
450
475
500
600
700
800
900

1 ,000
1 ,sao
2,000
2,500

13.67
15.11
16.56
18.00
19.45
20.89
22.34
23.79
27.40
31 .01
34.63
38.24
41 .85
45.47
49.08
52.70
56.31
59.92
63.54
57.15
70.76
74.38
77.99
81 .61
96.06

110.52
124.97
139.43
153.88
226.16
298.43
370.71

16.25
17.62
18.98
20.35
21 .71
23.08
24.45
25.81
29.23
32.65
36.06
39.48
42.89
46.31
49.73
53.14
56.56
59.97
63.39
66.81
70.22
73.64
77.05
80.47
94.13

107.80
121 .45
135.13
148.79
217.11
285.43
353.75

2.58
2.51
2.42
2.35
2.26
2.19
2.11
2.02
1.83
1.64
1.43
1.24
1.04
0.84
0.65
0.44
0.25
0.05

(0.15)
(0.34)
(0.54)
(0.74)
(0.94)
(1.14)
(1.93)
(2.72)
(3.51)
(4.30)
(5.09)
(9.05)

(13.00)
(16.96)

18.9%
16.6%
14.6%
13. 1 %
11.6%
10.5%
9.4%
8.5%
6.7%
5.3%
4.1%
3.2%
2.5%
1.8%
1 .3%
0.8%
0.4%
0.1%
-0.2%
-0.5%
-0.8%
-1 .0%
-12%
-1 .4%
-2.0%
-2.5%
-2.8%
-3. 1 %
-3.3%
-4.0%
-4.4%
-4.6%

Supporting Schedules:
N/A

Recap Schedules:
N/A

NOTES TO SCHEDULE:
1) Bills do not include Adjustment, Regulatory Assessment, or Tax charges
2) Present Rates are rates effective 7/1/2012.
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Change

Arizona Public Service Company
Test Year Ending December 2015

Typical General Service Bill Analysis at Present and Proposed Rates
E-30 Winter (November - April)

(excludes bill reduction from transferring adjustor rates to base rates)

(A) (D)

Monthly
k p h

Monthly Bill
under

Present Rates

Monthly Bill
under

Proposed Rates Amount ($)

(C) - (B)

%

(D)/(8)

30
40
50
60
70
80
90

100
125
150
175
200
225
250
275
300
325
350
375
400
425
450
475
500
600
700
800
900

1 ,000
1 ,500
2,000
2,500

13.23
14.52
15.82
17.12
18.42
19.72
21 .02
22.31
25.56
28.81
32.05
35.30
38.54
41 .79
45.04
48.28
51 .53
54.77
58.02
61 .27
54.51
67.76
71 .00
74.25
87.23

100.22
113.20
126.19
139.17
204.09
269.01
333.93

15.84
17.08
18.31
19.54
20.77
22.00
23.23
24.47
27.54
30.62
33.70
36.78
39.86
42.94
46.02
49.10
52.17
55.25
58.33
61 .41
64.49
67.57
70.65
73.73
86.04
98.36

110.67
122.99
135.30
196.88
258.45
320.03

2.51
2.56
2.49
2.42
2.35
2.28
2.21
2.16
1.98
1.81
1.65
1.48
1.32
1.15
0.98
0.82
0.64
0.48
0.31
0.14

(0.02)
(0.19)
(0.35)
(0.52)
(1 .19)
(1 .86)
(2.53)
(3.20)
(3.87)
(7.21)

(10.56)
(13.90)

19.7%
17.6%
15.7%
14.1%
12.8%
11.6%
10.5%
9.7%
7.7%
6.3%
5.1%
4.2%
3.4%
2.8%
2.2%
1 .7%
1 .2%
0.9%
0.5%
0.2%
0.0%
-0.3%
-0.5%
-0.7%
-1 .4%
-1 .9%
-2.2%
-2.5%
-2.8%
-3.5%
-3.9%
-4.2%

SuDDortinu Schedules:
N/A

Recap Schedules:
N/A

NOTES TO SCHEDULE:
1) Bills do not include Adjustment, Regulatory Assessment, or Tax charges.
2) Present Rates are rates effective 7/1/2012.
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Arizona Public Service Company
Test Year Ending December 2015

Typical General Service Bill Analysis at Present and Proposed Rates
E-32 XS Summer (May - October)

(excludes bill reduction from transferring adjustor rates to base rates)

(A) (B) (C) (D) (G)

KW
Load

Factor
Monthly

k p h

Monthly Bill
under

Present Rates

Monthly Bill
under

Proposed Rates Amount ($)
(5 - (D)

5
5
5
5
5

15%
30%
45%
60%
75%

548
1 ,095
1,643
2,190
2,738

94.34
168.39
242.57
318.62
390.80

127.11
184.81
242.61
300.31
358.12

32.77
16.42
0.04

(16.31)
(32.68)

34.7%
9.8%
0.0%
-5.2%
-8.4%

10
10
10
10
10

15%
30%
45%
60%
75%

1,095
2,190
3,285
4,380
5,475

168.39
316.62
464.85
613.08
732.29

219.31
334.81
450.32
585.82
681.33

50.92
18.19

(14.53)
(47.26)
(50.96)

30.2%
5.7%
-3. 1 %
-7.7%
-7.0%

15
15
15
15
15

15%
30%
45%
60%
75%

1,643
3,285
4,928
8,570
8,213

242.57
464.85
687.26
813.61
935.64

311.61
484.82
658.13
831 .34

1,004.65

69.04
19.97

(29.13)
17.73
69.01

28.5%
4.3%
-4.2%
2.2%
7.4%

20
20
20
20
20

15%
30%
45%
60%
75%

2,190
4,380
6,570
8,760

10,950

316.62
613.08
813.61
976.27

1,138.92

403.81
634.82
865.84

1 ,096.85
1 ,327.86

87.19
21 .74
52.23

120.58
188.94

27.5%
3.5%
6.4%
12.4°/o
16.6%

Suonortina Schedules:
N/A

RecaD Schedules:
N/A

NOTES TO SCHEDULE:
1) Bills do not include Adjustment, Regulatory Assessment, or Tax charges.
2) Present Rates are rates effective 7/1/2012.
3) For purposes of calculating the monthly bill, customers are categorized in this manner:

0 - 99 kW = self contained
100 kW and above = instrument-rated
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Change

Arizona Public Service Company
Test Year Ending December 2015

Typical General Service Bill Analysis at Present and Proposed Rates
E-32 XS Winter (November - April)

(excludes bill reduction from transferring adjustor rates to base rates)

(A) (C) (D) (E) (F) (G)

kW
Load

Factor
Monthly

k p h

Monthly Bill
under

Present Rates

Monthly Bill
under

Proposed Rates Amount ($)

(E)- (D)

5
5
5
5
5

15%
30%
45%
60%
75%

548
1,095
1,643
2,190
2,738

84.65
149.03
213.52
277.90
342.40

116.59
163.80
211.09
258.30
305.59

31 .94
14.77
(2.43)

(19.60)
(36.81)

37.7%
9.9%
-1 .1%
-7.1%

-10.8%

10
10
10
10
10

15%
30%
45%
60%
75%

1,095
2,190
3,285
4,380
5,475

149.03
277.90
406.77
535.64
635.49

198.30
292.80
387.30
481 .kg
576.29

49.27
14.90

(19.47)
(53.85)
(59.20)

33. 1 %
5.4%
-4.8%

-10.1 %
-9.3%

15
15
15
15
15

15%
30%
45%
60%
75%

1,643
3,285
4,928
6,570
8,213

213.52
406.77
600.14
697.44
790.40

280.09
421.80
563.59
705.29
847.08

66.57
15.03

(36.55)
7.85

56.68

31.2%
3.7%
-6.1%
1.1%
7.2%

20
20
20
20
20

15%
30%
45%
60%
75%

2,190
4,380
6,570
8,760

10,950

277.90
535.64
697.44
821.35
945.26

361.80
550.79
739.79
92a.79

1 ,117.79

83.90
15.15
42,35

107.44
172.53

30.2%
2.8%
6.1%
13. 1 %
18.3%

Supporting Schedules:
N/A

Recap Schedules:
N/A

NOTES TO SCHEDULE:
1) Bills do not include Adjustment, Regulatory Assessment, or Tax charges.
2) Present Rates are rates effective 7/1/2012.
3) For purposes of calculating the monthly bill, customers are categorized in this manner:

0 - 99 kW = self contained
100 kW and above = Instrument-rated

Schedule H-4
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Change

l I'll

Arizona Public Service Company
Test Year Ending December 2015

Typical General Service Bill Analysis at Present and Proposed Rates
E-32 XS Transition Summer (May - October)

(excludes bill reduction from transferring adjustor rates to base rates)

(A) (B) (C) (D) (G)

kW
Load

Factor
Monthly

k p h

Monthly Bill
under

Present Rates

Monthly Bill
under

Proposed Rates Amount ($)

(E) - (D)

%

(F) / (D)

5
5
5
5
5

15%
30%
45%
60%
75%

548
1 ,095
1 ,643
2,190
2,738

94.34
168.39
242.57
316.62
390.80

107.14
179.35
251 .69
323.90
396.24

12.80
10.96
9.12
7.28
5.44

13.6%
6.5%
3.8%
2.3%
1 .4%

10
10
10
10
10

15%
30%
45%
60%
75%

1,095
2,190
3,285
4,380
5,475

168.39
316.62
464.85
613.08
732.29

179.35
323.90
468.45
613.00
757.55

10.96
7.28
3.60

(0.08)
25.26

6.5%
2.3%
0.8%
0.0%
3.4%

15
15
15
15
15

15%
30%
45%
50%
75%

1,643
3,285
4,928
5,570
8,213

242.57
464.85
687.26
813.61
935.64

251 .69
468.45
685.35
902.11

1,119.00

9.12
3.60

(1.91)
88,50

183.36

3.8%
0.8%
-0.3%
10.9%
19.6%

20
20
20
20
20

15%
30%
45%
60%
75%

2,190
4,380
6,570
8,760

10,950

316.62
613.08
813.61
976.27

1,138.92

323.90
613.00
902.11

1,191.21
1,480.31

7.28
(0.08)
88.50

214.94
341 .39

2.3%
0.0%
10.9%
22.0%
30.0%

Suoportina Schedules:
N/A

Recap Schedules:
N/A

NOTES TO SCHEDULE:
1) Bills do not include Adjustment, Regulatory Assessment, or Tax charges.
2) Present Rates are rates effective 7/1/2012.
3) For purposes of calculating the monthly bill, customers are categorized in this manner:

0 - 99 kW = self contained
100 kW and above = instrument-rated

Schedule H-4
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Change

I

Arizona Public Service Company
Test Year Ending December 2015

Typical General Service Bill Analysis at Present and Proposed Rates
E-32 XS Transition Winter (November - April)

(excludes bill reduction from transferring adjustor rates to base rates)

(A) (B) (C) (D) (E) (F) (G)

kW
Load

Factor
Monthly

k p h

Monthly Bill
under

Present Rates

Monthly Bill
under

Proposed Rates Amount ($)

(E) - (D)

%

(F)/(D)

5
5
5
5
5

15%
30%
45%
60%
75%

548
1,095
1,643
2,190
2,738

84.65
149.03
213.52
277.90
342.40

97.86
160.81
223.88
286.83
349.89

13.21
11.78
10.36
8.93
7.49

15.6%
7.9%
4.9%
3.2%
2.2%

10
10
10
10
10

15%
30%
45%
60%
75%

1 ,095
2,190
3,285
4,380
5,475

149.03
277.90
406.77
535.64
635.49

160.81
286.83
412.84
538.85
664.86

11.78
8.93
6.07
3.21

29.37

7.9%
3.2%
1.5%
0.6%
4.6%

15
15
15
15
15

15%
30%
45%
60%
75%

1,643
3,285
4,928
6,570
8,213

213.52
406.77
600.14
697.44
790.40

223.88
412.84
601.91
790.88
979.95

10.35
6.07
1.77

93.44
189.55

4.9%
1 .5%
0.3%
13.4%
24.0%

20
20
20
20
20

15%
30%
45%
60%
75%

2,190
4,380
6,570
8,760

10,950

277.90
535.64
697.44
821 .35
945.26

286.83
538.85
790.88

1,042.90
1294.93

8.93
3.21

93.44
221 .55
349.67

3.2%
0.6%
13.4%
27.0%
37.0%

SuDDortinu Schedules:
N/A

Recap Schedules:
N/A

NOTES TO SCHEDULE:
1) Bills do not include Adjustment, Regulatory Assessment, or Tax charges.
2) Present Rates are rates effective 7/1/2012.
3) For purposes of calculating the monthly bill, customers are categorized in this manner:

0 - 99 kW = self contained
100 kW and above = Instrument-rated

Schedule H-4
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Chan e

Arizona Public Service Company
Test Year Ending December 2015

Typical General Service Bill Analysis at Present and Proposed Rates
E-32 XS Solar Legacy Summer (May - October)

(excludes bill reduction from transferring adjustor rates to base rates)

(A) (B) (E) (G)

kW
Load

Factor
Monthly

k p h

Mommy Bill
under

Present Rates

Monthly Bill
under

Proposed Rates Amount ($)

(E) - (D)

5
5
5
5
5

15%
30%
45%
60%
75%

548
1 ,095
1 ,643
2,190
2,738

94.34
168.39
242.57
316.62
390.80

127.11
184.81
242.61
300.31
358.12

32.77
16.42
0.04

(16.31)
(32.68)

34.7%
9.8%
0.0%
-5.2%
-8.4%

10
10
10
10
10

15%
30%
45%
60%
75%

1 ,095
2,190
3,285
4,380
5,475

168.39
316.62
464.85
613.08
732.29

219.31
334.81
450.32
565.82
681 .33

50.92
18.19

(14.53)
(47.26)
(50.96)

30.2%
5.7%
-3.1%
-7.7%
-7.0%

15
15
15
15
15

15%
30%
45%
60%
75%

1 ,643
8,285
4,928
6,570
8,213

242.57
464.85
687.26
813.61
935.64

311.61
484.82
658.13
831.34

1,004.65

69,04
19.97

(29.13)
17.73
69.01

28.5%
4.3%
-4.2%
2.2%
7.4%

20
20
20
20
20

15%
30%
45%
60%
75%

2,190
4,s80
6,570
8,760

10,950

316.62
613.08
813.61
976.27

1,138.92
r

403.81
634.82
865.84

1,096.85
1,327.86

87,19
21 .74
52.23

120.58
188.94

27.5%
3.5%
6.4%
12.4%
16.6%

Supnortina Schedules:
N/A

Recap Schedules:
N/A

NOTES TO SCHEDULE:
1) Bills do not include Adjustment, Regulatory Assessment, or Tax charges.
2) Present Rates are rates effective 7/1 I2012.
3) For purposes of calculating the monthly bill, customers are categorized in this manner:

0 - 99 kW = self contained
100 kW and above = Instrument-rated

Schedule H-4
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Arizona Public Service Company
Test Year Ending December 2015

Typical General Service Bill Analysis at Present and Proposed Rates
E-32 XS Solar Legacy Winter (November - April)

(excludes bill reduction from transferring adjustor rates to base rates)

(A) (B) (C) (D) (G)

I Change I
kW

Load
Favor

Monthly
k p h

Monthly Bill
under

Present Rates

Monthly Bill
under

Proposed Rates Amount ($)

(E) - (D)

%

(F) /(D)

5
5
5
5
5

15%
30%
45%
60%
75%

548
1 ,095
1,543
2,190
2,738

84.65
149.03
213.52
277.90
342.40

116.59
163.80
211.09
258.30
305.59

31 .94
14.77
(2.43)

(19.60)
(36.81)

37.7%
9.9%
-1 .1%
-7.1%
-10.8%

10
10
10
10
10

15%
30%
45%
60%
75%

1,095
2,190
3,285
4,380
5,475

149.03
277.90
406.77
535.64
635.49

198.30
292.80
387.30
481 .79
576.29

49,27
14.90

(19.47)
(53.85)
(59.20)

33.1%
5.4%
-4.8%

-10.1%
-9.3%

15
15
15
15
15

15%
30%
45%
60%
75%

1,643
3,285
4,928
6,570
8,213

213.52
406.77
600.14
697.44
790.40

280.09
421.80
563.59
705.29
847.08

66.57
15.03

(36.55)
7.85

56.68

31 .2%
3.7%
-6. 1 %
1.1%
7.2%

20
20
20
20
20

15%
30%
45%
60%
75%

2,190
4,380
6,570
8,760

10,950

277.90
535.64
697.44
821 .35
945.26

361.80
550.79
739.79
928.79

1 ,117.79

83.90
15.15
42.35

107.44
172.53

30.2%
2.8%
6.1%

13.1%
18.3%

Sunportinq Schedules:
N/A

Recap Schedules:
N/A

NOTES TO SCHEDULE:
1) Bills do not include Adjustment, Regulator/ Assessment, or Tax charges.
2) Present Rates are rates effective 7/1/2012.
3) For purposes of calculating the monthly bill, customers are categorized in this manner:

0 - 99 kW = self contained
100 kW and above = Instrument-rated

Schedule H-4
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Arizona public Service Company
Test Year Ending Deeember 2015

Typical General Service Bill Analysis at Pnesent and Proposed Rates
E-32 S Summer (May - October)

(excludes bill reduction from transferring adjustor rates to base rates)

(A) (B) (C) (D) (E) rF (G)

kW
Load

Factor
Monthly

k p h

Monthly Bill
under

Present Rates

Monthly Bill
under

Proposed Rates Amount ($)

(E) . (D)

%

(F) / (D)

21

21

21

21

21

15%
30%
45%
60%
75%

2,300
4,599
6,899
9,198

11 ,498

454.30
685.67
829.58
973.43

1 ,117.34

522.13
753.68
903.85

1,053.95
1,204.12

57.83
68.01
74.27
80.52
86.78

12.5%
9.9%
9.0%
8.3%
7.8%

40
40
40
40
40

15%
30%
45%
60%
75%

4,380
8,760

13,140
17,520
21 ,900

866.04
1,287.79
1,561 .85
1,835.91
2,109.96

962.94
1,404.10
1 ,690.07
1 ,976.04
2,262.01

96.90
116,31
128.22
140.13
152.05

11.2%
9.0%
8.2%
7.6%
7.2%

60
60
60
60
60

15%
30%
45%
60%
75%

6,570
13,140
19,710
26,280
32,850

1 ,288.98
1 ,921 .61
2,332.69
2,743.78
3,154.86

1,427.01
2,088.75
2,517.11
2,946.66
3,375.62

138.03
167.14
185.02
202.88
220.76

10.7%
8.7%
7.9%
7.4%
7.0%

80
80
80
80
80

15%
30%
45%
60%
75%

8,760
17,520
26,280
35,040
43,800

1,711 .92
2,555.43
3,103.54
3,651.65
4,199.77

1 ,891 .08
2,773.40
3,345.34
3,917.28
4,489.22

179.16
217.97
241.80
265.63
289,45

10.5%
8.5%
7.8%
7.3%
6.9%

90
90
90
90
90

15%
30%
45%
60%
75%

9,855
19,710
29,555
39,420
49,275

1,923.39
2,872.33
3,488.96
4,105.59
4,722.22

2,123.12
3,115,73
3,759.16
4,402.59
5,046.02

199.73
243.40
270.20
297.00
323.80

10.4%
8.5%
7.7%
7.2%
6.9%

100
1o0
100
100
100

15%
30%
45%
60%
75%

10,950
21,900
32,850
43,800
54,750

2,134.86
3,189.24
3,874.38
4,559.53
5,244.67

2,355.15
3,458.05
4,172.98
4,887.90
5,602.83

220.29
268.81
298.60
328.37
358.16

10.3%
8.4%
7.7%
7.2%
6.8%

Sunportina Schedules:
N/A

Recap Schedu\es:
N/A

NOTES TO SCHEDULEs
1) Bills do not include Adjustment, Regulatory Assessment, or Tax charges.
2) Present Rates are rates effective 7/1/2012.
3) For purposes of calculating the monthly bill, customers are categorized in this manner:

0 - 99 kW = self contained
100 kW and above = Instrument-rated

Schedule H-4
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Arizona Publie Service Company
Test Year Ending December 2015

Typical General Service Bill Analysis at Present and Proposed Rates
E-32 S Winter (November - April)

(excludes bill reduction from transferring adjustor rates to base rates)

(A) (D) (E) (G)

l Change I
kW

Load
Factor

Monthly
k p h

Monthly Bill
under

Present Rates

Monthly Bill
under

Proposed Rates Amount ($)

(E) - (D)

21

21
21

21

21

15%
30%
45%
60%
75%

2,300
4,599
6,899
9,198

11,498

427.06
611 .21
717.88
824.51
931 .19

483.03
675.51
786.65
897.74

1 ,008.87

55.97
64.30
68.77
73.23
77.68

13. 1 %
10.5%
9.6%
8.9%
8.3%

40
40
40
40
40

15%
30%
46%
60%
75%

4,380
8,760

13,140
17,520
21,900

795.13
1,145.97
1,349.11
1,552.26
1,755.40

888.48

1 ,255.20
1 ,466.84

1 ,678.49

1 ,890.13

93.35
109.23
117.73
126.23
134.73

11.7%
9.5%
8.1%
8.1%
7.7%

60
60
60
60
60

15%
30%
45%
50%
75%

6,57o
13,140
19,710
26,280
32,850

1,182.61
1,708.87
2,013.59
2,318.31
2,623.02

1,315.32
1,865.40
2,182.87
2,500.33
2,817.79

132.71
156.53
169.28
182.02
194.77

11.2%
9.2%
8.4%
7.9%
7.4%

80
80
80
80
80

15%
30%
45%
60%
75%

8,780
17,520
26,280
35,040
43,800

1,570.10
2,271.78
2,678.07
3,084.36
3,490.64

1,742.16
2,475.61
2,898.89
3,322.17
3,745.46

172.06
203.83
220.82
237.81
254.82

11.0%
9.0%
8.2%
7.7%
7.3%

90
90
90
90
90

15%
30%
45%
60%
75%

9,855
19,710
29,565
39,420
49,275

1 ,763.84
2,553.23
3,010.30
3,467.38
3,924.45

1 ,955.58
2,780.71
3,256.90
3,733.09
4,209.29

191 .74
227.48
246.60
265.71
284.84

10.9%
8.9%
8.2%
7.7%
7.3%

100
100
100
100
1o0

15%
30%
45%
60%
75%

10,950
21 ,900
32,850
43,800
54,750

1,957.58
2,834.68
3,342.54
3,850.40
4,358.27

2,169.00
3,085.81
3,614.91
4,144.02
4,673.12

211 .42
251 .13
272.37
293.62
314.85

10.8%
8.9%
8.1%
7.6%
7.2%

Suooortina Schedules:
N/A

Recap Schedules:
N/A

NOTES TO SCHEDULE:
1) Bills do not include Adjustment, Regulatory Assessment, or Tax charges.
2) Present Rates are rates effective 7/1/2012.
3) For purposes of calculating the monthly bill, customers are categorized in this manner:

o - 99 kW = self contained
100 kW and above = Instrument-rated

Schedule H-4
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Arizona public Service Company
Test Year Ending December 2015

Typical General Service Bill Analysis at Present and Proposed Rates
E-32 M Summer (May - October)

(excludes bill reduction from transferring adjustor rates to base rates)

(A) (B) (C) (D) (E) (G)

l Change I
kW

Load
Factor

Monthly
k p h

Monthly Bill
under

Present Rates

Monthly Bill
under

Proposed Rates Amount ($)

(E) - (D)

%

(F) /(D)

101

101
101

101

101

15%
30%
45%
60%
75%

11,060
22,119
33,179
44,238
55,298

2,161 .78
3,182.06
3,855.72
4,529.33
5,202.99

2,479.37
3,583.96
4,311 .60
5,039.17
5,756.81

317.59
401 .90
455.88
509,84
563.82

14.7%
12.6%
11.8%
11.3%
10.8%

150
150
150
150
150

15%
30%
45%
60%
75%

16,425
32,850
49,275
65,700
82,125

2,955.92
4,471.26
5,471.71
6,472.16
7,472.60

3,395.78
5,037.35
6,117.95
7,198.55
8,279.15

440.86
566.09
646.24
726.39
806.55

14.9%
12.7%
11.8%
11.2%
10.8%

200
200
200
200
200

15%
30%
45%
60%
75%

21 ,900
43,800
65,700
87,600

109,500

3,756.32
5,786.78
7,120.71
8,454.64
9,788.57

4,332.98
6,520.40
7,961.20
9,402.00

10,842.81

566.66
733.62
840.49
947.36

1 ,054.24

15.0%
12.7%
11.8%
11.2%
10.8%

300
300
300
300
300

15%
30%
45%
60%
75%

32,850
65,700
98,550

131,400
164,250

5,387.11
8,417.81

10,418.70
12,419.59
14,420.49

6,205.36
9,486.50

11,647.70
13,808.91
15,970.11

818.25
1,068.69
1,229.00
1,389.32
1,549.62

15.2%
12.7%
11.8%
11.2%
10;7%

350
350
350
350
350

15%
30%
45%
60%
75%

38,325
76,650

114,975
153,300
191,625

6,197.51
9,733.32

12,067.70
14,402.07
16,736.45

7,141 .56
10,969.55
13,490.96
16,012.36
18,533.76

944.05
1,236.23
1,423.26
1,610.29
1,797.31

15.2%
12.7%
11.8%
11.2%
10.7%

400
400
400
400
400

15%
30%
45%
60%
75%

43,800
87,600

131 ,400
175,200
219,000

7,007.91
11,048.84
13,716.69
16,384.55
19,052.41

8,077.75
12,452.60
15,334.21
18,215.81
21 ,097.41

1,069.84
1,403.76
1,617.52
1,831 .26
2,045.00

15.3%
12.7%
11.8%
11.2%
10.7%

Supporting Schedules:
N/A

Recap Sehedules:
N/A

NOTES TO SCHEDULE:
1) Bills do not include Adjustment, Regulatory Assessment, or Tax charges.
2) Present Rates are rates effective 7/1/2012.
3) For purposes of calculating the monthly bill, customers are categorized in this manner:

0 - 99 kW = self contained
100 kW and above = Instrument-rated
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Change

l

Arizona Public Service Company
Test Year Ending December 2015

Typical General Service Bill Analysis at Present and Proposed Rates
E-32 M Winter (November - April)

(excludes bill reduction from transferring adjustor rates to base rates)

(A) (B) (D) (E) (F) (G)

kW
Load

Factor
Monthly

k p h

Monthly Bill
under

Present Rates

Monthly Bill
under

Proposed Rates Amount ($)

(E) . (D)

%

(F)/ (D)

101

101

101

101

101

15%
30%
45%
60%
75%

11,060
22,119
33,179
44,238
55,298

1,995.21
2,848.97
3,356.18
3,863.34
4,370.56

2,298.20
3,221.63
3,768.00
4,314.31
4,860.68

302.99
372.66
411 .82
450.97
490.12

15.2%
13.1%
12.3%
11_7%
11.2%

150
150
150
150
150

15%
30%
45%
60%
75%

16,425
32,850
49,275
65,700
82,125

2,708.56
3,976.57
4,729.82
5,483.07
6,236.32

3,127.74
4,499.24
5,310.64
6,122.03
6,933.43

419.18
522.67
580.82
638.96
697.11

15.5%
13.1%
12.3%
11.7%
11.2%

200
200
200
200
200

15%
30%
45%
60%
75%

21 ,900
43,800
65,700
87,600

109,500

3,436.50
5,127.19
6,131.52
7,135.86
8,140.19

3,974.25
5,802.92
6,884.78
7,966.64
9,048.50

537,75
675.73
753.26
830.78
908.31

15.6%
13.2%
12.3%
11.6%
11.2%

300
300
300
300
300

15%
30%
45%
60%
75%

32,850
65,700
98,550

131,400
164,250

4,892.39
7,428.42
8,934.92

10,441.42
11,947.93

5,667.28
8,410.28

10,033.07
11,655.86
13,278.65

774.89
981 .86

1,098.15
1,214.44
1 ,330.72

15.8%
13.2%
12.3%
11.6%
11.1%

350
350
350
350
350

15%
30%
45%
60%
75%

38,325
76,650

114,975
153,300
191,625

5,620.34
8,579.04

10,336.62
12,094.21
13,851 .79

6,513.79
9,713.96

11,607.22
13,500.47
15,393.73

893.45
1 ,134.92
1,270.60
1,406.26
1,541.94

15.9%
13.2%
12.3%
11.6%
11.1%

400
too
400
400
400

15%
30%
45%
60%
75%

43,800
87,600

131,400
175,200
219,000

6,348.28
9,729.66

11738.32
13,746.99
15,755.66

7,360.31
11,017.64
13,181 .36
15,345.08
17,508.80

1,012.03

1 ,287.98

1 ,443.04
1 ,598.09

1,753.14

15.9%
13.2%
12.3%
11.6%
11.1%

Sunoortina Schedules:
N/A

Rems Schedules:
N/A

NOTES TO SCHEDULE:
1) Bills do not include Adjustment, Regulatory Assessment, or Tax charges.
2) Present Rates are rates effective 7/1/2012.
3) For purposes of calculating the monthly bill, customers are categorized in this manner:

0 - 99 kW = self contained
100 kW and above = Instrument-rated

Schedule H-4
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Change

HIII

Arizona Public Service Company
Test Year Ending December 2015

Typieal General Service Bill Analysis at Present and Proposed Rates
E-32 L Summer (May - October)

(excludes bill reduction from transferring adjustor rates to base rates)

(A) (B) (C) (D) (E) (F) (G)

kW
Load

Facto r

Monthly
kph

Monthly Bill

under

Present Rates

MonthlyBill
under

Proposed Rates Amount ($)
(E) - (D)

%

(F) /(D)

401
401
401
401
401

15%
30%
45%
60%
75%

43,910
87,819

131,729
175,638
219,548

8,880.59
11 ,303.05
13,725.57
16,148.03
18,570.54

10,096.72
12,784.82
15,472.99
18,161.10
20,849.27

1,216.13
1,481 .77
1,747.42
2,013.07
2,278.73

13.7%
13.1%
12.7%
12.5%
12.3%

600
600
600
600
600

15%
30%
45%
60%
75%

65,700
131 ,400
197,100
262,800
328,500

12,921 .88
16,546.55
20,171 .22
23,795.89
27,420.56

14,663.45
18,685.61
22,707.76
26,729.92
30,752.07

1,741.57
2,139.96
2,536.54
2,934.03
3,331.51

13.5%
12.9%
12.6%
12.3%
12.1 %

800
800
800
800
800

.15%
30%
45%
60%
75%

87,600
175,200
262,800
350,400
438,000

16,983.50
21,816.39
26,649.29
31,482.18
36,315.07

19,253.17
24,616.04
29,978.92
35,341.79
40,704.66

2,269.67
2,799.65
3,329.63
3,859.61
4,389.59

13.4%
12.8%
12.5%
12.3%
12.1%

1,000
1,000
1,000
1 ,000
1,000

15%
30%
45%
60%
75%

109,500
219,000
328,500
438,000
547,500

21 ,045.13
27,086.24
33,127.36
39,168.47
45,209.59

23,842.89
30,546.48
37,250.07
43,953.56
50,657.25

2,797.76
3,460.24
4,122.71
4,785.19
5,447.66

13.3%
12.8%
12.4%
12.2%
12.0%

1 ,500
1 ,500

1 ,500

1,500

1 ,500

15%
30%
45%
60%
75%

164,250
328,500
492,750
657,000
821 ,250

31 ,199.18
40,260.86
49,322.53
58,384.20
67,445.87

35,317.19
45,372.57
55,427.96
65,483.34
75,538.73

4,118.01
5,111.71
6,105.43
7,099.14
8,092.86

13.2%
12.7%
12.4%
12.2%
12.0%

3,000
3,000
3,000
3,000
3,000

15%
30%
45%
60%
75%

328,500
657,000
985,500

1 ,314,000
1 ,642,500

el ,661 .ah
79,784.70
97,908.05

116,031 .39
134,154.74

69,740.07
89,850.84

109,961 .61
130,072.38
150,183.15

8,078.71
10,066.14
12,053.56
14,040.99
16,028.41

13.1%
12.6%
12.3%
12.1%
11.9%

Sunnortina Schedules:
N/A

Recap Schedules:
N/A

NOTES TO SCHEDULE:
1) Bills do not include Adjustment, Regulatory Assessment, or Tax charges.
2) Present Rates are rates effective 7/1/2012.
3) For purposes of calculating the monthly bill, customers are categorized in this manner:

0 - 99 kW = self contained
100 kW and above = Instrument-rated

Schedule H-4
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Arizona Public Service Company
Test Year Ending December 2015

Typical General Service Bill Analysis at Present and Proposed Rates
E-32 L Winter (November - April)

(excludes bill reduction from transferring adjustor rates to base rates)

(A) (5) (D) (F) (G)

I Change I
kW

Load
Factor

Monthly
kph

Monthly Bill
under

Present Rates

Monthly Bill
under

Proposed Rates Amount ($)

(E) - (D)

%

(F) / (D)

401
401
401
401
401

15%
30%
45%
60%
75%

43,910
87,819

131,729
175,638
219,548

8,128.41
9,798.71

11,469.05
13,139.35
14,809.68

9,254.52
11 ,100.46
12,948.43
14,792.37
16,638.34

1,126.11
1,301.75
1,477.38
1,653.02
1,828.66

13.9%
13.3%
12.9%
12.6%
12.3%

600
600
600
600
600

15%
30%
45%
60%
75%

65,700
131,400
197,100
262,800
328,500

11 ,796.44
14,295.67
16,794,89
19,294,12
21 ,793.35

13,403.33
16,165.36
18,927.38
21 ,689.41
24,451 .44

1 ,606.89
1 ,869.69
2,132.49
2,395.29
2,658.09

13.6%
13.1 %
12.7%
12.4%
12.2%

800
800
800
800
800

15%
30%
45%
60%
75%

87,600
175,200
262,800
350,400
438,000

15,482.91
18,815.22
22,147.52
25,479.83
28,812.13

17,573.00
21,255.71
24,938.41
28,621.12
32,303.82

2,090.09
2,440.49
2,790.89
3,141 .29
3,491 .69

13.5%
13.0%
12.6%
12.3%
12.1%

1,000
1,000
1,000
1,000
1,000

15%
30%
45%
60%
75%

109,500
219,000
328,500
438,000
547,500

19,169.39
23,334.77
27,500.15
31 ,655.53
35,830.91

21 ,742.68
26,346.06
30,949.44
35,552.82
40,156.20

2,573.29
3,011 .29
3,449.29
3,887.29
4,325.29

13.4%
12.9%
12.5%
12.3%
12.1%

1,500
1,500
1,500
1,500
1,500

15%
30%
45%
60%
75%

164,250
328,500
492,750
657,000
821,250

28,385.58
34,633.65
40,881 .72
47,129.79
53,377.86

32,166.87
39,071 .94
45,977.01
52,882.08
59,787.15

3,781 .29
4,438.29
5,095.29
5,752.29
6,409.29

13.3%
12.8%
12.5%
12.2%
12.0%

3,000
3,000
3,000
3,000
3,000

15%
30%
45%
60%
75%

328,500
657,000
985,500

1 ,314,000
1 ,642,500

56,034.15
68,530.29
81 ,026.43
93,522.57

106,018.71

63,439.44
77,249.58
91 ,059.72

104 ,869.86
118,680.00

7,405.29
8,719.29

10,033.29
11,347.29
12,661.29

13.2%
12.7%
12.4%
12.1%
11.9%

Suooortina Schedules:
N/A

Recon Sdnedules:
N/A

NOTES TO SCHEDULE:
1) Bills do not include Adjustment, Regulatory Assessment, or Tax charges.
2) Present Rates are rates effective 7/1/2012.
3) For purposes of calculating the monthly bill, customers are categorized in this manner:

0 - 99 kW = self contained
100 kW and above = instrument-rated

Schedule H-4
Page 57 of 82



Change

Arizona Public Service Company
Test Year Ending December 2015

Typical General Service Bill Analysis at Present and Proposed Rates
E-32TOU XS Summer (May - October)

(excludes bill reduction from transferring adjustor rates to base rates)

(B) (C) (D) (E) (F) (G)

On-
Peak
kW

Off-
Peak
kW

Load
Factor

Monthly
k p h

Monthly Bill
under

Present Rates

Monthly Bill
under

Proposed Rates Amount ($)
(F) - (E)

%

(G)/(E)

5
5
5
5
5

7.5
7.5
7.5
7.5
7.5

15%
30%
45%
60%
75%

821
1 ,643
2,464
3,285
4,106

138.30
255.44
372.44
489.44
606.44

174.26
271 .61
368.84
466.07
563.31

35.96
16,17
(3.60)

(23.37)
(43. 13)

26.0%
6.3%
-1 .0%
-4.8%
-7. 1 %

10

10

10

10
10

12

12

12

12
12

15%
30%
45%
60%
75%

1 ,314
2,628
3,942
5,256
6,570

208.56
395.81
583.07
770.33
957.59

267.07
422.69
578.31
733.93
889.55

58,51
26.88
(4.76)

(36.40)
(68.04)

28.1%
6.8%
-0.8%
-4.7%
-7.1%

15

15
15

15

15

20
20
20
20
20

15%
30%
45%
60%
75%

2,190
4,380
6,570
8,760

10,950

333.40
645.49
957.59

1 ,221 .59
1 ,422.52

414.34
673.71
933.07

1,192.44
1,451.81

80.94
28.22

(24.52)
(29.15)
29.29

24.3%
4.4%
-2.6%
-2.4%
2. 1 %

zo
20
20
20
20

25
25
25
25
25

15%
30%
45%
60%
75%

2,738
5,475
8,213

10,950
13,688

411.49
801.54

1,171.40
1,422.52
1,673.73

514.96
839.11

1,163.38
1,487.53
1,811.80

103.47
37.57
(8.02)
65.01

138.07

25. 1 %
4.7%
-0.7%
4.6%
8.2%

General Sewioe TOU Average Energy On-peak:
Proposed General Service TOU Average Energy On-peak:

36%
13%

Supnortina Schedules:
N/A

Recap Schedules:
N/A

NOTES TO SCHEDULE:
1) Bills do not include Adjustment, Regulatory Assessment, or Tax charges.
2) Present Rates are rates effective 7/1/2012.
3) For purposes of calculating the monthly bill, customers are categorized in this manner:

0 - 99 kW = self contained
100 kW and above = Instrument-rated

Schedule H-4
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IChan e

Arizona Public Service Company
Test Year Ending December 2015

Typical General Service Bill Analysis at Present and Proposed Rates
E-32TOU XS Winter (November - April)

(excludes bill reduction from transferring adjustor rates to base rates)

(A) (B) (C) (D) (E) (F)

On-
Peak
kW

Off-
Peak
kW

Load
Factor

Monthly
k p h

Monthly Bill
under

Present Rates

Monthly Bill
under

Proposed Rates Amount ($)

(F) - (E)

5
5
5
5
5

7.5
7.5
7.5
7.5
7.5

15%
30%
45%
60%
75%

821
1,643
2,464
3,285
4,106

122.70
224.23
325.64
427.04
528.45

154.63
232.32
309.93
387.53
465.13

31 .93
8.09

(15.71)
(39.51)
(63.32)

26.0%
3.6%
-4.8%
-9.3%
-12.0%

10
10
10
10
10

12
12
12
12
12

15%
30%
45%
60%
75%

1,314
2,628
3,942
5,256
6,570

183.60
345.89
508.19
670.49
832.78

235.65
359.85
484.06
608.26
732.46

52.05
13.96

(24.13)
(62.23)

(100.32)

28.3%
4.0%
-4.7%
-9.3%

-12.0%

15
15
15
15
15

20
20
20
20
20

15%
30%
45%
60%
75%

2,190
4,380
6,570
8,760

10,950

291.79
562.29
832.78

1,031.87
1,191.22

361 .97
568.98
775.98
982.99

1 ,189.99

70.18
6.69

(56.80)
(48.88)

(1 .23)

24.1%
1.2%
-6.8%
-4.7%
-0.1%

20
20
20
20
20

25
25
25
25
25

15%
30%
45%
60%
75%

2,738
5,475
8,213

10,950
13,688

359.48
697.53
992.07

1,191.22
1,390.45

449.50
708.21
967.01

1,225.72
1 ,484.52

90.02
10.68

(25.06)
34.50
94.07

25.0%
1.5%
-2.5%
2.9%
6.8%

General Service TOU Average Energy On-Peak:
Proposed General Service TOU Average Energy On-Peak:

32%
13%

Supoortinq Schedules:
N/A

Recap Schedules:
N/A

NOTES TO SCHEDULE:
1) Bills do not include Adjustment, Regulatory Assessment, or Tax charges.
2) Present Rates are rates effective 7/1/2012.
3) For purposes of calculating the monthly bill, customers are categorized in this manner:

0 - 99 kW = self contained
100 kW and above = Instrument-rated

Schedule H-4
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Change

Arizona Public Service Company
Test Year Ending December 2015

Typical General Service Bill Analysis at Present and Proposed Rates
E-32TOU XS Transition Summer (May - October)

(excludes bill reduction from transferring adjustor rates to base rates)

(B) (D) (G)

On-
Peak
kW

Off-
Peak
kW

Load
Factor

Monthly
k p h

Monthly Bill
under

Present Rates

Monthly Bill
under

Proposed Rates Amount ($)

(F) - (E)

%
(G) / (E)

5
5
5
5
5

7.5
7.5
7.5
7.5
7.5

15%
30%
45%
60%
75%

821
1,643
2,464
3,285
4,106

138.30
255.44
372.44
489.44
606.44

135.72
236.77
337.69
438.61
539.53

(2.58)
( w e n
(34.75)
(50.83)
(66.91)

-1.9%
-7.3%
-9.3%

-10.4%
-11 .0%

10
10
10
10
10

12
12
12
12
12

15%
30%
45%
60%
75%

1,314
2.628
3,942
5,256
6,570

208.56
395.81
583.07
770.33
957.59

196.32
357.85
519.37
680.89
842.42

(12.24)
(37.96)
(63.70)
(89.44)

(115. 17)

-5.9%
-9.6%

-10.9%
-11 .6%
-12.0%

15
15
15
15
15

20
20
20
20
20

15%
30%
45%
60%
75%

2,190
4,380
6,570
8,760

10,950

333.40
645.49
957.59

1 ,221 .59
1 ,422.52

304.01
573.21
842.42

1 ,111 .so
1 ,380.83

(29.39)
(72.28)

(115.17)
(109.97>
(41 .69)

-8.8%
-11 .2%
-12.0%
-9.0%
-2.9%

20
20
20
20
20

25
25
25
25
25

15%
30%
45° /o
60%
75%

2,738
5,475
8,213

10,950
13,688

411.49
801.54

1,171.40
1,422.52
1,673.73

371.37
707.81

1,044.38
1,380.83
1,717.39

(40.12)
(93.73)

(127.02)
(41 .69)
43.66

-9.7%
-11 .7%
-10.8%
-2.9%
2.6%

General Service TOU Average Energy On-Peak:
Proposed General Service TOU Average Energy On-peak:

36%
13%

Sunportina Schedules:
N/A

Recap Schedules:
N/A

\

NOTES TO SCHEDULE:
1) Bills do not include Adjustment, Regulatory Assessment, or Tax charges.
2) Present Rates are rates effective 7/1/2012.
3) For purposes of calculating the monthly bill, customers are categorized in this manner:

0 - 99 kW = self contained
100 kW and above = Instrument-rated
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Arizona Public Service Company
Test Year Ending December 2015

Typical General Service Bill Analysis at Present and Proposed Rates
E-32TOU XS Transition Winter (November - April)

(excludes bill reduction from transferring adjustor rates to base rates)

(A) (B) (C) (D)

On-
Peak
kW

Off-
Peak
kW

Load
Factor

Monthly
k p h

Monthly Bill
under

Present Rates

Monthly Bill
under

Proposed Rates Amount ($)

(F) . (E)

%

(G)/(E)

5
5
5
5
5

7.5
7.5
7.5
7.5
7.5

15%
30%
45%
60%
75%

821
1 ,643
2,464
3,285
4,106

122.70
224.23
325.64
427.04
528.45

118.51
202.33
286.04
369.76
453.47

(4. 19)
(21 .90)
(39.60)
(57.28)
(74.98)

-3.4%
-9.8%

-12.2%
-13.4%
-14.2%

10
10
10
10
10

12
12
12
12
12

15%
30%
45%
60%
75%

1,314
2,628
3,942
5,256
6,570

183.60
345.89
508.19
670.49
832.78

168.78
302.77
436.75
570.73
704.71

(14,82)
(43.12)
(71 -44)
(99.76)

(128.07)

-8.1%
-12.5%
-14.1%
-14.9%
-15.4%

15
15
15
15
15

20
20
20
20
20

15%
30%
45%
60%
75%

2,190
4,380
6,570
8,760

10,950

291 .79
562.29
832.78

1,031.87
1,191 .22

258.10
481.41
704.71
928.02

1,151.32

(33.69)
(80.88)

(128.07)
(103.85)
(39.90)

-11.5%
-14.4%
-15.4%
-10.1%
-3.3%

20
20
20
20
20

25
25
25
25
25

15%
30%
45%
60%
75%

2,738
5,475
8,213

10,950
13,688

359.48
697.53
992.07

1,191.22
1,390.45

313.98
593.06
872.24

1,151.32
1 ,430.50

(45.50)
(104.47)
(119.83)
(39.90)
40.05

-12.7%
-15.0%
-12.1%
-3.3%
2.9%

General Service TOU Average Energy On-Peak:
Proposed General Servioe TOU Average Energy On-Peak:

32%
13%

Supporting Schedules:
N/A

Recap Schedules:
N/A

NOTES TO SCHEDULE:
1) Bills do not include Adjustment, Regulatory Assessment, or Tax charges.
2) Present Rates are rates effective 7/1/2012.
3) For purposes of calculating the monthly bill, customers are categorized in this manner:

0 - 99 kW = self contained
100 kW and above = Instrument-rated
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Change

Ill\

Arizona Publie Service Company
Test Year Ending December 2015

Typical General Service Bill Analysis at Present and Proposed Rates
E-32TOU S Summer (May - October)

(excludes bill reduction from transferring adjustor rates to base rates)

(B) (C) (E) (G)

On-
Peak
kW

Qff.

Peak
kW

Load
Factor

Monthly
k p h

Monthly Bill
under

Present Rates

Monthly Bill
under

Proposed Rates Amount ($)

(F) - (E)

%

(G) /(E)

21
21
21
21
21

30
30
30
30
30

15%
30%
45%
80%
75%

3,285
6,570
9,855

13,140
16,425

694.82
903.45

1,112.08
1,320.71
1,529.35

815.30
1,034.44
1,253.57
1,472.71
1,691.84

120.48
130.99
141.49
152.00
162.49

17.3%
14.5%
12.7%
11.5%
10.6%

40
40
40
40
40

50
50
50
50
50

15%
30%
45%
50%
75%

5,475
10,950
16,425
21 ,900
27,375

1,215.34
1,563.06
1,910.78
2,258.51
2,606.23

1,423.82
1,789.04
2,154.27
2,519.50
2,884.72

208.48
225,98
243.49
260.99
278.49

17.2%
14.5%
12.7%
11.6%
10.7%

60
60
60
60
60

70
70
70
70
70

15%
30%
45%
60%
75%

7,665
15,330
22,995
30,660
38,325

1,750.17
2,236.98
2,723.79
3,210.60
3,697.41

2,049.97
2,561.28
3,072.60
3,583.92
4,095.23

299.80
324.30
348.81
373.32
397.82

17.1%
14.5%
12.8%
11.6%
10.8%

80
80
80
80
80

100
100
100
100
100

15%
30%
45%
60%
75%

10,950
21,900
32,850
43,800
54,750

2,409.38
3,104.83
3,800.27
4,495.71
5,191.15

2,812.83
3,543.29
4,273.74
5,004.19
5,734.64

403.45
438.45
473.47
508.48
543.48

16.7%
14.1%
12.5%
11.3%
10.5%

90
90
90
90
90

110
110
110
110
110

15%
30%
45%
60%
75%

12,045
24,090
36,135
48,180
60,225

2,652.50
3,417.49
4,182.47
4,947.46
5,712.45

3,097.69
3,901.19
4,704.68
5,508.18
6,311.68

445.19
483.70
522.21
560.72
599.23

16.8%
14.2%
12.5%
11.3%
10.5%

100
100
100
100
100

120
120
120
120
120

15%
30%
45%
60%
75%

13,140
26,280
39,420
52,560
65,700

2,895.61
3,730.14
4,564.68
5,399.21
6,233.74

3,382.54
4,259.09
5,135.63
6,012.17
6,888.72

486,93
528.95
570,95
612.96
654.98

16.8%
14.2%
12.5%
11.4%
10.5%

General Service TOU Average Energy On-Peak:
Proposed General Service TOU Average Energy On-Peak:

32%
16%

Sunnortinu Schedules:
N/A

Recap Schedules:
N/A

NOTES TO SCHEDULE:
1) Bills do not include Adjustment, Regulatory Assessment, or Tax charges.
2) Present Rates are rates effective 7/1/2012.
3) For purposes of calculating the monthly bill, customers are categorized in this manner:

0 .. 99 kW = self contained
100 kW and above = Instrument-rated

Schedule H-4
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Change

Arizona Publie Service Company
Test Year Ending December 2015

Typical General Service Bill Analysis at Present and Proposed Rates
E-32TOU S Winter (November - April)

(excludes bill reduction from transferring adjustor rates to base rates)

(B) (C) (D) (G)

On-
Peak
kW

Off-
Peak
kW

Load
Factor

Monthly
k p h

Month\y Bill
under

Present Rates

Monthly Bill
under

Proposed Rates Amount ($)

(F) . (E)

%

(G)/(E)

21
21
21
21

21

30
30
30
30
30

15%
30%
45%
60%
75%

3,285
6,570
9,855

13,140
16,425

638.88
791.58
944.28

1,098.98
1,249.68

762.97
929,77

1,096.58
1 ,263.38
1 ,430.18

124.09
138.19
152.30
166.40
180.50

19.4%
17.5%
16.1%
15.2%
14.4%

40
40
40
40
40

50
50
50
50
50

15%
30%
45%
60%
75%

5,475
10,950
16,425
21 ,900
27,375

1,122.12
1,376.62
1,631.12
1,885.62
2,140.12

1,336.60
1 ,614.60
1,892.61
2,170.61
2,448.62

214.48
237.98
261 .4g
284.99
308.50

19.1%
17.3%
16.0%
15.1%
14.4%

60
60
60
60
60

70
70
70
70
70

15%
30%
45%
60%
75%

7,665
15,330
22,995
30,660
38,325

1,619.66
1,975.96
2,332.26
2,688.56
3,044.86

1,927.86
2,317.06
2,706.27
3,095.48
3,484.69

308.20
341 .10
374.01
406.92
439.83

19.0%
17.3%
16.0%
15.1%
14.4%

80
80
80
80
80

100
100
100
100
100

15%
30%
45%
60%
75%

10,950
21,900
32,850
43,800
54,750

2,222.94
2,731.94
3,240.94
3,749.94
4,258.94

2,638.39
3,194.40
3,750.41
4,306.42
4,862.43

415.45
462.46
509.47
558.48
603.49

18.7%
16.9%
15.7%
14.8%
14.2%

90
90
90
90
90

110
110
110
110
110

15%
30%
45%
60%
75%

12,045
24,090
36,135
48,180
60,225

2,447.41
3,007.31
3,567.21
4,127.11
4,687.01

2,905.80
3,517.41
4,129.02
4,740.54
5,352.25

458.39
510.10
561.81
613.53
665.24

18.7%
17.0%
15.7%
14.9%
14.2%

100
100
100
100
100

120
120
120
120
120

15%
30%
45%
60%
75%

13,140
26,280
39,420
52,560
65,700

2,571.88
3,282.68
3,893.48
4,504.28
5,115.08

3,173.21
3,840.42
4,507.54
5,174.85
5,842.06

501.33
557.74
614,15
670.57
726.98

18.8%
17.0%
15.8%
14.9%
14.2%

General Service TOU Average Energy On-Peak:
Proposed General Service TOU Average Energy On-Peak:

32%
16%

Supportinq Schedules:
N/A

Recap Schedules:
N/A

NOTES TO SCHEDULE-.
1) Bills do not include Adjustment, Regulatory Assessment, or Tax charges.
2) Present Rates are rates effective 7/1/2012.
3) For purposes of calculating the monthly be, customers are categorized in this manner:

0 - 99 kW = self contained
100 kW and above = Instrument-rated

Schedule H-4
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Change

Arizona Public Service Company
Test Year Ending December 2015

Typical General Service Bill Analysis at Present and Proposed Rates
E-32TOU M Summer (May - October)

(excludes bill reduction from transferring adjustor rates to base rates)

(B) (D) (G)

On~
Peak
kW

Off-
Peak
kW

Load
Favor

Monthly
k p h

Monthly Bill
under

Present Rates

Monthly Bill
under

Proposed Rates Amount ($)

(F) . (E)

101
101
101
101

101

120
120
120
120
120

15%
30%
45%
60%
75%

13,140
26,280
39,420
52,560
es,7oo

2,980.84
3,742.29
4,503.73
5,265.18
6,026.63

3,443.72
4,265.62
5,087.53
5,909.44
6,731.34

462.88
523.33
583.80
644.26
704.71

15.5%
14.0%
13.0%
12.2%
11.7%

150
150
150
150
150

170
170
170
170
170

15%
30%
45%
60%
75%

18,615
37,230
55,845
74,4so
93,075

3,947.15
5,025.86
6,104.58
7,183.30
8,262.01

4,569.43
5,733.80
6,898.16
8,062.53
9,226.90

622.28
707.94
793.58
879.23
964.89

15.8%
14.1%
13.0%
12.2%
11.7%

200
200
200
200
200

220
220
220
220
220

15%
30%
45%
60%
75%

24,090
48,180
72,270
96,360

120,450

4,923.47
6,319.45
7,715.44
9_111.43

10,507.41

5,707.49
7,214.32
8,721.15

10,227.98
11,734.81

784.02
894.87

1 ,005.71
1 ,116.55
1 ,227.40

15.9%
14.2%
13.0%
12.3%
11.7%

300
300
300
300
300

320
320
320
320
320

15%
30%
45%
60%
75%

35,040
70,080

105,120
140,150
175,200

6,876.11
8,906.63

10,937.16
12,967.68
14,998.21

7,983.61
10,175.36
12,367.12
14,558.87
16,750.62

1 ,107.50
1268.73
1,429.96
1,591.19
1,752.41

16.1%
14.2%
13.1%
12.3%
11.7%

350
350
350
350
350

370
370
370
370
370

15%
30%
45%
60%
75%

40,515
81,030

121,545
162,060
202,575

7,852.43
10,200.22
12,548.02
14,895.81
17,243.61

9,121.67
11,655.89
14,190.10
16,724.31
19,258.53

1,269.24
1,455.67
1,642.08
1,828.50
2,014.92

16.2%
14.3%
13.1%
12.3%
11.7%

400
400
400
400
400

420
420
420
420
420

15%
30%
45%
60%
75%

45,990
91,980

137,970
183,960
229,950

8,828.75
11,493.81
14,158.88
16,823.94
19,489.01

10,259.73
13,136.41
16,013.08
18,889.76
21,766.43

1,430.98
1,642.60
1,854.20
2,065.82
2,277.42

16.2%
14.3%
13.1%
12.3%
11.7%

General Service TOU Average Energy On-Peak:
Proposed General Service TOU Average Energy On-peak:

32%
16%

Suooortina Schedules:
N/A

Recap Schedules:
N/A

NOTES TO SCHEDULE.-
1) Bills do not include Adjustment, Regulatory Assessment, or Tax charges.
2) Present Rates are rates effective 7/1/2012.
3) For purposes of calculating the monthly bill, customers are categorized in this manner:

0 - 99 kW = self contained
100 kW and above = Instrument-rated

Schedule H-4
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Arizona Public Service Company
Test Year Ending December 2015

Typical General Service Bill Analysis at Present and Proposed Rates
E-32TOU M Winter (November - April)

(excludes bill reduction from transferring adjustor rates to base rates)

(A) (B) (D) (G)

On-
Peak
kW

off-
Peak
kW

Load
Factor

Monthly
k p h

Monthly Bill
under

Present Rates

Monthly Bill
under

Proposed Rates Amount ($)

(F) - (E)

%

(G)/(E)

101
101
101
101
101

120
120
120
120
120

15%
30%
45%
60%
75%

13,140
26,280
39,420
52,560
65,700

2,811.29
3,403.19
3,995.09
4,586.99
5,178.89

3,253.03
3,884.26
4,515.48
5,146.71
5,777.93

441.74
481.07
520.39
559.72
599.04

15.7%
14.1%
13.0%
12.2%
11.6%

150
150
150
150
150

170
170
170
170
170

15%
30%
45%
60%
75%

18,615
37,230
55,845
74,460
93,075

3,706.95
4,545.48
5,384.00
6,222.53
7,061.05

4,299.29
5,193.53
6,087.76
6,982.00
7,876.23

592.34
648.05
703.76
759.47
815.18

16.0%
14.3%
13.1%
12.2%
11.5%

200
200
200
200
200

220
220
220
220
220

15%
30%
45%
60%
75%

24,090
48,180
72,270
96,360

120,450

4,612.63
5,697.78
6,782.93
7,868.07
8,953.22

5,357.91
6,515.15
7,672.40
8,829.64
9,986.89

745.28
817.37
889.47
961.57

1,033.67

16.2%
14.3%
13.1%
12.2%
11.5%

300
300
300
300
300

320
320
320
320
320

15%
30%
45%
60%
75%

35,040
70,080

105,120
140,160
115,200

6,423.98
8,002.38
9,580.77

11,159.17
12,737.57

7,475.13
9,158.39

10,841.66
12,524.92
14,208.19

1,051.15
1,156.01
1,260.89
1,365.75
1,470.62

16.4%
14.4%
13.2%
12.2%
11.5%

350
350
350
350
350

370
370
370
370
370

15%
30%
45%
60%
75%

40,515
81 ,030

121,545
182,060
202,575

7,329.65
9,154.67

10,979.70
12,804.72
14,629.74

8,533.74
10,480.01
12,426.29
14,372.56
16,318.84

1 ,204.09

1325.34
1 ,446.59

1 ,567.84
1 ,689.10

16.4%
14.5%
13.2%
12.2%
11.5%

400
400
400
400
400

420
420
420
420
420

15%
30%
45%
60%
75%

45,990
91,980

137,970
183,960
229,950

8,235.33
10,306.97
12,378.62
14,450.27
16,521.92

9,592.35
11,801.63
14,010.92
16,220.20
18,429.49

1,357.02
1,494.66
1 ,632.30
1,769.93
1,907.57

16.5%
14.5%
13.2%
12.2%
11.5%

General Service TOU Average Energy On-Peak:
Proposed General Servioe TOU Average Energy On-Peak:

32%
16%

Suononina Schedules:
N/A

Recap Schedules:
N/A

NOTES TO SCHEDULE:
1) Bills do not include Adjustment, Regulatory Assessment, or Tax charges.
2) Present Rates are rates effective 7/1/2012.
3) For purposes of calculating the monthly bill, customers are categorized in this manner;

0 - 99 kW = self contained
100 kW and above = Instrument-rated

Schedule H-4
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ll

Arizona Public Service Company
Test Year Ending December 2015

Typical General Service Bill Analysis at Present and Proposed Rates
E-32TOU L Summer (May - October)

(excludes bill reduction from transferring adjustor rates to base rates)

(A) (D) (E) (F) (G) (H)

On-
Peak
kW

Off-
Peak
kW

Load
Factor

Monthly
k p h

Monthly Bill
under

Present Rates

Monthly Bill
under

Proposed Rates Amount ($)

(F) - (E)

%

(G)/(E)

401
401
401
401
401

441
441
441
441
441

15%
30%
45%
60%
75%

48,290
96,579

144,869
193,158
241 ,448

8,886.36
11,658.98
14,431 ,65
17,204,27
19,976.95

10,265.08
13,216.73
16,168.45
19,120.11
22,071.82

1 ,378.72
1,557.75
1,736.80
1,915.84
2,094.87

15.5%
13.4%
12.0%
11.1%
10.5%

600
600
600
600
G00

640
640
540
640
640

15%
30%
45%
60%
75%

70,080
140,150
210,240
280,320
350,400

12,700.80
16,724.59
20,748.39
24,772.19
28,795.99

14,665,97
18,949.59
23,233.22
27,516.84
31,800.47

1,965.17
2,225.00
2,484.83
2,744.65
3,004.48

15.5%
13.3%
12.0%
11.1%
10.4%

800
800
800
800
80O

860
860
860
860
860

15%
30%
45%
60%
75%

94,170
188,340
282,510
376,680
470,850

16,722.12
22,129.10
27,536.07
32,943.05
38,350.03

19,291 .68
25,047.80
30,803.93
36,560.05
42,316.17

2,569.56
2,918.70
3,267.86
3,617.00
3,966.14

15.4%
13.2%
11.9%
11.0%
10.3%

1,000
1,000
1,000
1,000
1,000

1,200
1,200
1,200
1,200
1,200

15%
30%
45%
60%
75%

131 ,400
262,800
394,200
525,600
657,000

21 ,869.54
29,414.16
36,958.78
44,503.40
52,048.02

25,133.50
33,165.30
41,197.10
49,228.89
57,260.69

3,283.96
3,751 .14
4,238.32
4,725.49
5,212.67

14.9%
12.8%
11.5%
10.6%
10.0%

1,500
1,500
1,500
1,500
1,500

1,700
1,700
1,700
1,700
1,700

15%
30%
45%
60%
75%

186,150
372,300
558,450
744,600
930,750

31 ,453.63
42,141 .84
52,830.06
63,518.27
74,206.48

35,191 .08
47,569.46
58,947.84
70,326.23
81,704.61

4,737.45
5,427.62
6,117.78
6,807.96
7,498.13

15.1%
12.9%
11.6%
10.7%
10.1%

3,000
3,000
3,000
3,000
3,000

3,200
3,200
3,200
3,200
3,200

15%
30%
45%
60%
75%

350,400
700,800

1 ,051,200
1,401,600
1,752,000

60,205.91
80,324.89

100,443.88
120,562.87
140,681 .85

69,363.83
90,781.96

112,200.09
133,618.22
155,036.35

9,157.92
10,457.07
11 ,756.21
13,055.35
14,354.50

15.2%
13.0%
11.7%
10.8%
10.2%

General Service TOU Average Energy On-Peak:
Proposed General Service TOU Average Energy On-Peak:

32%
16%

Sunnortinq Schedules:
N/A

Recap Schedules;
N/A

NOTES TO SCHEDULE:
1) Bills do not include Adjustment, Regulatory Assessment, or Tax charges.
2) Present Rates are rates effective 7/1/2012.
3) For purposes of calculating the monthly bill, customers are categorized in this manner:

0 - 99 kW = self contained
100 kW and above = Instrument-rated

Schedule H-4
Page 66 of 82



IChan e

II Ill

Arizona Public Service Company
Test Year Ending December 2015

Typical General Service Bill Analysis at Present and Proposed Rates
E-s2Tou L Winter (November - April)

(excludes bill reduction from transferring adjustor rates to base rates)

(A) (B) (C) (E) (F) (G) (H)

On-
Peak
kW

off-

Peak
kW

Load
Factor

Monthly
k p h

Month\y Bill
under

Present Rates

Monthly Bill
under

Proposed Raftes Amount ($)

(F) . (E)

%

(G)/(E)

401
401
401
401
401

441
441
441
441
441

15%
30%
45%
60%
75%

48,290
96,579

144,889
193,158
241,448

8,228.65
10,343.57
12,458.54
14,573.46
16,688.43

9,534.93
11,756.46
13,978.03
16,199.56
18,421.13

1,306.28
1,412.89
1,519.49
1,626.10
1,732.70

15.9%
13.7%
12.2%
11.2%
10.4%

600
600
600
600
600

640
640
640
640
640

15%
30%
45%
60%
75%

70,080
140,160
210,240
280,320
350,400

11,746.31
144815.62
17,884.92
20,954.23
24,023.54

13,606.36
16,830.37
20,054.39
23,278.41
26,502.42

1,860.05
2,014.75
2,169.47
2,324.18
2,478.88

15.8%
13.6%
12.1%
11.1%
10.3%

800
800
800
800
800

860
860
860
B60
860

15%
30%
45%
60%
75%

94,170
188,340
282,510
376,680
470,850

15,439.52
19,563.90
23,688.29
27,812.67
31,937.05

17,867.83
22,200.10
26,532.38
30,864.65
35,196.92

2,428.31
2,636.20
2,844.09
3,051.98
3,259.87

15.7%
13.5%
12.0%
11.0%
10.2%

1,000
1,000
1,000
1,000
1,000

1,200
1,200
1,200
1,200
1,200

15%
30%
45%
60%
75%

131,400
2e2,800
394,200
525,600
657,000

20,079.87
25,834.82
31,589.78
37,344.73
43,099.68

23,146.73
29,191.76
35,236.79
41,281.82
47,326.85

3,066.88
3,356.94
3,647.01
3,937.09
4,227.17

15.3%
13.0%
11.5%
10.5%
9.8%

1,500
1,500
1,500
1,500
1,500

1,700
1,700
1,700
1,700
1,700

15%
30%
45%
60%
75%

186,150
372,300
558,450
744,600
930,750

28,918.27
37,071.12
45,223.97
53,376.82
61 ,529.66

33,376.49
41,940.29
50,504.08
59,067.87
67,631 .67

4,458.22
4,869.17
5,280.11
5,691.05
6,102.01

15.4%
13.1%
11.7%
10.7%
9.9%

3,000
3,000
3,000
3,000
3,000

3,200
3,200
3,200
3,200
3,200

15%
30%
45%
60%
75%

350,400
700,800

1,051,200
1,401,600
1,752,000

55,433.46
70,180.00
86,126.54

101,473.08
116,819.61

64,065.78
80,185.86
96,305.95

112,426.03
128,546.11

8,632.32
9,405.86

10,179.41
10,952.95
11,726.50

15.6%
13.3%
11.8%
10.8%
10.0%

General Service TQLJ Average Energy On-peak:
Proposed General Service TOU Average Energy On-peak:

32%
16%

Suonortinq Schedules:
N/A

Recap Schedules:
N/A

NOTES TO SCHEDULE:
1) Bills do not include Adjustment, Regulatory Assessment, or Tax charges.
2) Present Rates are rates effective 7/1/2012.
3) For purposes of calculating the monthly be, customers are categorized in this manner:

0 - 99 kW = self contained
100 kW and above = instrument-rated
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Arizona Public Service Company
Test Year Ending December 2015

Typical General Service Bill Analysis at Present and Proposed Rates
E-34

(excludes bill reduction from transferring adjustor rates to base rates)

(A) (B) (C) (D) (F) (G)

I Change I
kW

Load
Factor

Monthly
kph

Monthly Bill
under

Present Rates

Monthly Bill
under

Proposed Rates Amount ($)

(E) - (D)

%

(F) / (D)

3,000
3,000
3,000
3,000
3,000

20%
30%
40%
50%
75%

438,000
657,000
876,000

1 ,095,000
1 ,642,500

75,895.98
83,922.33
91,948.68
99,975.03

120,040.91

85,062.90
93,928.02

102,793. 14
111,658.26
133,821 .06

9,166.92
10,005.69
10,844.46
11,683.23
13,780.15

12.1%
11.9%
11.8%
11.7%
11.5%

3,500
3,500
3,500
3,500
3,500

20%
30%
40%
50%
75%

511,000
766,500

1,022,000
1,277,500
1,916,250

88,536.43
97,900.51

107,264.58
116,628.66
140,038.84

99,214.44
109,557.08
119,899.72
130,242.36
156,098.96

10,678.01
11,656.57
12,635.14
13,613.70
16,060.12

12.1%
11.9%
11.8%
11.7%
11.5%

4,000
4,000
4,000
4,000
4,000

20%
30%
40%
50%
75%

584,000
876,000

1,168,000
1,460,000
2,190,000

101,176.88
111,878.68
122,580.48
133,282.28
160,036.78

113,365.98
125,186.14
137,006.30
148,826.46
178,376.86

12,189.10
13,307.46
14,425.82
15,544.18
18,340.08

12.0%
11.9%
11.8%
1 1 7 %
11.5%

4,500
4,500
4,500
4,500
4,500

20%
30%
40%
50%
75%

657,000
985,500

1,314,000
1,642,500
2 v463,750

113,817.33
125,856.86
137,896.38
149,935.91
180,034.72

127,517.52
140,815.20
154,112.88
167,410.56
200,654.78

13,700.19
14,958.34
16,216.50
17,474.65
20,620.04

12.0%
11.9%
11.8%
11.7%
11.5%

5,000
5,000
5,000
5,000
5,000

20%
30%
40%
50%
75%

730,000
1,095,000
1,460,000
1,825,000
2,737,500

126,457.78
139,835.03
153,212.28
166,589.53
200,032.66

141 ,669.05
156,444.26
171 ,219.46
185,994.66
222,932.66

15,211.28
16,609.23
18,007.18
19,405.13
22,900.00

12.0%
11.9%
11.8%
11.6%
11.4%

6,000
6,000
6,000
6,000
6,000

20%
30%
40%
50%
75%

876,000
1,314,000
1,752,000
2,190,000
3,285,000

151,738.68
1G7,791.38
183,844.08
199,896.78
240,028.53

169,972.14
187,702.38
205,432.62
223,162.86
267,488.46

18,233.46
19,911.00
21,588.54
23,266.08
27,459.93

12.0%
11.9%
11.7%
11.6%
11.4%

7,000
7,000
7,000
7,000

20%
30%
50%
75%

1,022,000
1 ,533,000
2,555,000
3,832,500

177,019.58
195,747.73
233,204.03
280,024.41

198,275.22
218,960.50
260,331 .06
312,044.26

21,255.64
23,212.77
27,127.03
32,019.85

12.0%
11.9%
11.6%
11.4%

SuDDortina Schedules:
N/A

Recap Schedules:
N/A

NOTES TO SCHEDULE:
1) Bills do not include Adjustment, Regulatory Assessment, or Tax charges,
2) Present Rates are rates effective 7/1/2012,
3) For purposes of calculating the monthly be, customers are categorized in this manner:

0 - 99 kW = self contained
100 kW and above = Instrument-rated
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Arizona Public Service Company
Test Year Ending December 201 s

Typical General Service Bill Analysis at Present and Proposed Rates
E-35

(excludes bill reduction from transferring adjustor rates to base rates)

(A) (B) (C) (D) (E) (F) (G)

On-
Peak
kW

off-
Peak
kW

I Change I
Load

Factor
Morlthly

kph

Monthly Bill
under

Present Rates

Monthly Bill
under

Proposed Rates Amount ($)
(F) - (5

%
(G)/(E)

3,000
3,000
3,000
3,000
3,000

4,000
4,000
4,000
4,000
4,000

20%
30%
40%
50%
75%

438,000
657,000
876,000

1,095,000
1,642,500

77,839.17
85,451.83
93,064.49

100,677.15
119,708,79

88,098.81
96,649.88

105,200.96
113,752.03
135,129.72

10,259.64
11,198.05
12,136.47
13,074.88
15,420.93

13.2%
13.1%
13.0%
13.0° /o
12.9%

3,500
3,500
3,500
3,500
:s,500

4,500
4,500
4,500
4,500
4,500

20%
30%
40%
50%
75%

511,000
766,500

1,022,000
1,277,500
1,916,250

90,292.72
99,174.16

108,055.59
116,937.03
139,140.62

102,250.17
112,226.42
122,202.67
132,178.93
157,119.56

11 ,957.45
13,052.26
14,147.08
15,241.90
17,978.94

13.2%
13.2%
13.1%
13.0%
12.9%

4,000
4,000
4,000
4,000
4,000

5,000
5,000
5,000
5,000
5,000

20%
30%
40%
50%
75%

5a4,000
876,000

1 , 168,000
1 ,460,000
2,190,000

102,746.27
112,896.49
123,046.70
133,196.91
158,572.44

116,401.52
127,802.96
139,204.39
150,605.82
179,109.40

13,655.25
14,906.47
16,157.69
17,408.91
20,536.96

13.3%
13.2%
13.1%
13.1%
13.0%

4,500
4,500
4,500
4,500
4,500

6,000
6,000
6,000
6,000
6,000

20%
30%
40%
50%
75%

657,000
985,500

1.314,000
1,642,500
2,463,750

116,731.83
128,150.82
139,569.80
150,988.79
179,536.26

132,071.38
144,897.99
157,724.60
170,551.22
202,617.74

15,339.55
16,747.17
18,154.80
19,562.43
23,081.48

13.1%
13,1%
13.0%
13.0%
12.9%

5,000
5,000
5,000
5,000
5,000

7,000
7,000
7,000
7,000
7,000

20%
30%
40%
50%
75%

730,000
1,095,000
1,460,000
1,825,000
2,737,500

130,717.38
143,405.15
156,092.91
168,780.68
200,500.09

147,741.24
161,993.03
176,244.82
190,496.61
226,126.09

17,023.86
18,587.88
20,151.91
21 ,715.93
25,626.00

13.9%
13,0%
12.9%
12.9%
12.8%

6,000
6,000
6,000
6,000
6,000

s,000
8,000
8,000
a,000
8,000

to%
30%
40%
50%
75%

876,000
1,314,000
1,752,000
2,190,000
3,285,000

155,624.49
170,849.80
186,075.12
201,300.44
239,363.74

176,043.96
193,146.10
210,248.25
227,350.40
270,105.77

20,419.47
22,296.30
24,173.13
26,049.96
30,742.03

13.1%
13.1° /o
13.0%
12.9%
12.8%

7,000
7,000
7,000
7,000
7,000

8,500
8,500
8,500
8,500
8,500

20%
30%
40%
50%
75%

1,022,000
1,533,000
2,044,000
2,555,000
3,832,500

178,999.59
196,762.46
214,525.33
232,288.21
276,695.38

202,828.17
222,780.88
242,733.18
262,685.69
312,566.96

23,828.58
26,018.22
28,207.85
30,397.48
35,871.58

13.3%
13.2%
13.1%
13.1%
13.0%

E-35 Average Energy On-Peak: 30%

Sunnortinq Schedules:
N/A

Recon Schedules:
N/A

NOTES TO SCHEDULE:
Bills do not include Adjustment, Regulatory Assessment, or Tax charges.

2) Present Rates are rates effective 7/1/2012.
3) For purposes of calculating the monthly bill, customers are categorized in this manner:

0 - 99 kW : self contained
100 kW and above = Instrument-rated .

1)
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Arizona Public Service Company
Test Year Ending December 2015

Typical Classified Bill Analysis at Present and Proposed Rates
E-47

(excludes bill reduction from transferring adjustor rates to base rates)

(A) (B) (C) (D) (E) (F) (G) (H)

I Change

Type of Fixture Lumen
Monthly

k p h Ownership

Monthly Bill
under

Present Rates

Monthly Bill
under

Proposed Rates Amount ($)

(F) . (E)

%

(G) /(E)

HPS, cobra / roadway 5,800 29
29

Company
Customer

8.73
5.16

9.61
5.58

G.88
0.52

1o.1%
10.1%

HPS, cobra / roadway 9,500 41
41

Company
Customer

10.28
6.32

11.32
6.95

1.04
0.64

10.1%
10.1%

HPS, architectural 9,500 41
41

Company
Customer

15.38
7.34

16.93
8.08

1.55
0.74

10.1%
10.1%

HPS, atom luminaire 9,500 41
41

Company
Customer

27.06
9.22

29.79
10.15

2.73
o.9a

10.1%
10.1%

HPS, cobra / roadway 16,000 69
69

Company
Customer

12.87
8.82

14.17

9.71
1.30
0.89

10.1%
10.1%

HPS, architectural 16,000 69
69

Company
Customer

17.96
9.82

19.77
10.81

1.81
0.99

10.1%
10.1%

HPS, atom luminaire 16,000 69
69

Company
Customer

30.04
11.65

33.07
12.83

3.03
1.18

10.1%
10.1%

HPS, cobra / roadway 30,000 99
99

Company
Customer

15.52
11.46

17.09
12.62

1.57
1.16

10.1%
10.1%

HPS, architectural 30,000 99
99

Company
Customer

21.31
12.60

23.46
13.87

2.15
1.27

10.1%
10.1%

HPS, cobra / roadway 50,000 153
153

Company
Customer

21.06
16.37

23.19
18.02

2.13
1.65

10.1%
10.1%

HPS, architectural 50,000 153
153

Company
Customer

26,29
18.13

28.95
19.96

2.66
1 .83

10.1%
10.1%

Lps, architectural 8,000 30
30

Company
Customer

22.35
9.82

24.61
10.81

2.26
0.99

10.1%
10.1%

Lps, architectural

Lps, architectural

13,500

22,500

50 Company 26.36 29.02 2.66 10.1%

72
72

Company
Customer

3011
14.45

33.15
15.91

3.04
1.46

10.1%
10.1%

Lps, architectural 33,000 90
90

Company
Customer

36.22
17.02

39.88
18.74

3.56
1.72

10.1%
1o.1%

Height

30 FT

Desc.Type of Pole

Direct Bury Round
Steel

Company
Customer

14.38
N/A

15.83 1 .45 10.1%
N/A

Direct Bury 34 FT Square
Steel

Company
Customer

15.87
N/A

17.47
N/A

1 .60 10.1%
N/A

Suuoortina Schedules:
N/A

Recap Schedules:
N/A

NOTES TO SCHEDULE:
1) Bills do not include Adjustment, Regulatory Assessment, or Tax charges.
2) Present Rates are rates effective 7/1/2012.
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Arizona Public Service Company
Test year Ending December 2o15

Typical Classified Bill Analysis at Present and Proposed Ram

E-58

(excludes bill reduction from transferring adjustor :ms to base rates)

(A) (B) (C) re (E) (F) (G) (H)

I Change

Type ofFixture Lumen
Monthly

k p h Ownership

Monthly Bill
under

Present Rates

Monthly Bill
under

Proposed Rates Amount ($)

(F) . (E)

%

(G) /(E)

HPS, cobra / roadway 5,800 29
29

Company
Customer

8.73
5.16

9.61
5.68

0.88
0.52

10.1%
10.1%

HPS, cobra / roadway 9,500 41
41

Company
Customer

10.28
6.32

11.32
6.96

1.04
0.64

10.1%
10.1%

HPS, architectural 9.500 41
41

Company
Customer

15.38
7.34

16.93
8.08

1.55
0.74

10.1%
10.1%

HPS, atom luminaire 9_s00 41
41

Company
Customer

27.06
9.22

29.79
10.15

2.73
0.93

10.1%
10.1%

HPS, cobra / roadway 18,000 GO
69

Company
Customer

12.87
8.82

14.17
9.71

1.30
0.89

10.1%
10.1%

HPS, amhitedural 16,000 69
69

Company
Customer

17.96
9.82

19.77
10.81

1.81
0.99

10.1%
10.1%

HPS, atom luminaire 16,000 69
69

Company
Customer

30.04
11.65

33.07
12.83

3.03
1.18

10.1%
10.1%

HPS, cobra / roadway 30,000 99
99

Company
Customer

15.52
11,46

17.09
12.62

1.57
1.16

10.1%
10.1%

HPS, architectural 30,000 99
99

Company
Customer

21.31
12.60

23.46
13.87

2.15
1.27

10.1%
10.1%

HPS, cobra / roadway 5o,ooo 153
153

Company
Customer

21.06
16.37

23.19
1B.O2

2.13
1.65

10.1%
10.1%

HPS, architectural 50,000 153
153

Company
Customer

26.29
1B.13

28.95
19.96

2.56
1 .83

10.1%
10.1%

Lps, architectural 8,000 30
30

Company
Customer

22,35
9.82

24.61
10.81

2.26
0.99

10.1%
10.1%

Les, architectural 13,500 50 Company 26.36 29.02 2_6€ 10.1%

Lps, architectural 22,500 72
72

Company
Customer

30.11
14.45

33.15
15.91

3.04
1.46

10.1%
10.1%

Les, architectural 33,000 90
90

Company
Customer

36.22
1'/.oz

39.88
18.74

3.66
1.72

10.1%
10.1%

Type of Pole

Direct Bury

Height

30 FT

Desk.

RoUnd
Steel

Company
Customer

14.38
2.66

15.83
2.93

1 .45
0.27

10.1° /o
10.2%

Direct Bury 34 FT Square
Steel

Company
Customer

15.87
2.75

17.47
3.03

1.60
0.28

10.1%
1c.2%

Direct Bury 38 FT Square
Steel

Company
Customer

17.05
2.96

18.77
3.26

1.72
0.30

10.1%
10.1%

Supnortinq Schedules:
N/A

Recap Schedules:
N/A

NOTES TO SCHEDULER
1) Bills do not induce Adjustment, Regulatory Assessment, or Tax charges.
2) Present Rates are rates effective 7/1/2012.
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fun

Arizona Public Service Company
Test Year Ending December 2015

Typical Classified Bill Analysis at Present and Proposed Rates
E-59

(excludes bill reduction from transferring adjustor rates to base rates)

(A) (B) (C) (D) (E) (G)

Lamps
kph per

Lamp
Monthly

k p h

Monthly Bill
under

Present Rates

Monthly Bill
under

Proposed Rates Amount ($)

(E) . (D)

%
(F) / (D)

50
50
50
50
50

30
60
75

100
150

1,500
3,000
3,750
5,000
7,500

230.82
322. 14
367.80
443.90
596.10

254.08
354.65
404.94
488.75
656.38

23.26
32.51
37.14
44.85
60.28

10.1%
10.1%
10.1%
10.1%
10.1%

100
100
100
100
100

30
60
75

100
150

3,000
6,000
7,500

10,000
15,000

461.64
644.28
735.60
887.80

1,192.20

508. 15
709.30
809.88
977.50

1 ,312.75

46.51
65.02
74.28
89.70

120.55

10.1%
10.1%
10.1%
10.1%
10.1%

200
200
200
200
200

30
60
75

100
150

6,000
12,000
15,000
20,000
30,000

923.28
1,288.56
1,471.20
1,775.60
2,384.40

1,016.30
1,418.60
1,619.75
1,955.00
2,625.50

93.02
130.04
148.55
179.40
241.10

10.1%
10.1%
10.1%
10.1%
10.1%

500
500
500
500
500

30
60
75

100
150

15,000
30,000
37,500
50,000
75,000

2,308.20
3,221 .40
3,678.00
4,439.00
5,961.00

2,540.75
3,546.50
4,049.38
4,887.50
6,563.75

232.55
325.10
371 .38
448.50
602.75

10.1%
10.1%
10.1%
10.1%
10.1%

1,000
1,000
1,000
1,000
1,000

30
60
75

100
150

30,000
60,000
75,000

100,000
150,000

4,616.40
6,442.80
7,356.00
8,878.00

11,922.00

5,081 .50
7,093.00
8,098.75
9,775.00

13, 127.50

465.10
650.20
742.75
897.00

1 ,205.50

10.1%
10.1%
10.1%
10.1%
10.1%

2,000
2,000
2,000
2,000
2,000

30
60
75

100
150

60,000
120,000
150,000
200,000
300,000

9,232.80
12,885.60
14,712.00
17,756.00
23,844.00

10,163.00
14,186.00
16,197.50
19,550.00
26,255.00

930.20
1 ,300.40
1 ,485.50
1 ,794.00
2,411 .00

10.1%
10.1%
10.1%
10.1%
10.1%

SuDDortinq Schedules:
N/A

Recap Schedules:
N/A

NOTES TO SCHEDULE:
1) Bills do not include Adjustment, Regulatory Assessment, or Tax charges.
2) Present Rates are rates effective 7/1/2012.
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Arizona Public Service Company
Test Year Ending December 2015

Typical Classified Bill Analysis at Present and Proposed Rates
E-67

(excludes bill reduction from transferring adjustor rates to base rates)

(A) (B) (C) (D) (E)

Monthly
k p h

Monthly Bill
under

Present Rates

Monthly Bill
under

Proposed Rates Amount ($)
(C) . (5)

%
(D)/(B)

30
40
50
60
70
80
90

100
125
150
175
200
225
250
275
300
325
350
375
400
425
450
475
500
600
700
800
900

1 ,000
1 ,sao
2,000
2,500

1.56
2.08
2.60
3.12
3.64
4.15
4.67
5.19
6.49
7.79
9.09

10.39
11.68
12.98
14.28
15.58
16.88
18.18
19.47
20.77
22.07
23.37
24.67
25.97
31 .16
36.35
41.54
45.74
51 .93
77.90

103.86
129.83

1.71
2.29
2.86
3.43
4.00
4.57
5.14
5.71
7.14
8.57

10.00
11.43
12.86
14.29
15.71
17.14
18.57
20.00
21 .43
22.86
24.28
z5.71
27.14
28.57
34.28
40.00
45.71
51 .43
57.14
85.71

114.28
142.85

0.15
0.21
0.26
0.31
0.36
0.42
0.47
0.52
0.65
0.78
0.91
1.04
1.18
1.31
1.43
1.56
1.69
1.82
1.96
2.09
2.21
2.34
2.47
2.60
3.12
3.65
4.17
4.69
5.21
7.81

10.42
13.02

9.6%
10.1%
10.0%
9.9%
9.9%
10.1%
10.1%
10.0%
10.0%
10.0%
10.0%
10.0%
10.1%
10.1%
10.0%
10.0%
10.0%
10.0%
10.1%
10.1%
10.0%
10.0%
10.0%
10.0%
10.0%
10.0%
10.0%
10.0%
10.0%
10.0%
10.0%
10.0%

Supporting Schedules:
N/A

Recap Schedules:
N/A

NOTES TO SCHEDULE:
1) Bills do not include Adjustment, Regulatory Assessment, or Tax charges.
2) Present Rates are rates effective 7/1/2012.
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Arizona Public Service Company
Test Year Ending December 2015

Typical Classified Bill Analysis at Present and Proposed Rates
E-221

(excludes bill reduction from transferring adjustor rates to base rates)

(A) (B) (C) (D) (E) (F) (G)

I Change I
kW

Load
Factor

Monthly
kph

Monthly Bill
under

Present Rates

Monthly Bill
under

Proposed Rates Amount ($)

(E) - (D)

%

(F) / (D)

10

10

1 0

10

10

20%
35%
50%
65%
80%

1,460
2,555
3,650
4,745
5,840

160.38
243.96
318.55
387.20
455.86

201.18
283.09
315.62
315.62
315.62

40.80
39. 12
(2.92)

<71 .58)
(140.24)

25.4%
16.0%
-0.9%
-18. 5%
-30.8%

30
30
30
30
30

2G%
35%
50%
65%
80%

4,s8o
7,665

10,950
14,235
17,520

430.40
681.15
898.36

1,104.33
1,310.30

517.00
762.71
824,42
824.42
824.42

86.59
81 .57

(73.94)
(279.91)
(485.8B)

20.1%
12.0%
-8.2%
-25.3%
-37. 1%

75
75
75
75
75

20%
35%
50%
65%
80%

10,950
19,163
27,375
35,588
43,800

1,037.96
1,664.85
2,202.95
2,717.90
3,232.79

1,227.58
1,841.91
1,969.22
1,969.22
1,969.22

189.63
177.06

(23312)
(748.68)

(1 ,263.57)

18.3%
10.6%
-10.6%
-27.5%
-39.1%

100
100
100
100
100

20%
35%
50%
65%
80%

14,500
25,550
36,500
47,450
58,400

1,375.49
2,211.30
2,927.71
3,614.28
4,300.84

1,622.35
2,441.41
2,605.22
2,605.22
2,605.22

246.87
230.11

(322.49)
(1 ,009.0G)
(1 ,695.62)

17.9° /o
10.4%
-11.0%
-27.9%
-39.4%

150
150
150
150
150

20%
35%
50%
65%
80%

21,900
38,325
54,750
71,175
87,600

2,050.55
3,304.27
4,377.25
5,407.10
6,436.95

2,411.89
3,640.48
3,877.22
3,877.22
3,877.22

361 .35
336.22

(50003)
(1 ,529.88)
(2,559.72)

17.6%
10.2%
-11 .4%
-28.3%
-39.8%

200
200
200
200
200

20%
35%
50%
65%
80%

29,200
51,100
73,000
94,900

116,800

2,725.60
4,397.23
5,826.79
7,199.92
8,573.05

3,201.43
4,839.55
5,149.22
5,149.22
5,149.22

475.83
442.32

(577.57)
(2,050.l/0)
(3,423.83)

17.5%
10.1%
-11.6%
-28.5%
-39.9%

300
300
300
300
300

20%
35%
50%
65° /o
80%

43,800
76,650

109,500
142,350
175,200

4,075.72
6,583.16
8,725.86

10,785.56
12,845.25

4,780.51
7,237.69
7,693222
7,593.22
7,693.22

704.79
654.53

(1,032.64)
(3,092.34)
(5,152.03)

17.3%
9.9%

-11 .8%
-28.7%
-40.1%

Supoortinq Schedules:
N/A

Recap Schedules:
N/A

NOTES TO SCHEDULE:
1) Bills do not include Adjustment, Regulatory Assessment, or Tax charges.
2) Present Rates are rates effective 7/112012.
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Arizona public Service Company
Test Year Ending December 2015

Typical Classified Bill Analysis at Present and Proposed Rates
E-221-8T time-of-use

(excludes bill reduction from transferring adjustor rates to base rates)

(B) (C) (D) (E) (F) (G) (H)

On-
Peak
kW

Off-
Peak
kW

I Change I
Load

Factor
Monthly

kph

Monthly Bill
under

Present Rates

Monthly Bill
under

Proposed Rates Amount ($)

(F) . (E)

%
(G)/(5

10
10
10
10
10

30
30
30
30
30

20%
35%
50%
65%
80%

1,460
2,555
3,650
4,745
5,840

276.46
344.65
412.85
481.04
549.24

330.18
396.97
463.76
53055
597.35

53.72
52.32
50.91
49.52
48.11

19.4%
15.2%
12.3%
10.3%
8.8%

30
30
30
30
30

90
90
90
90
90

20%
35%
50%
85%
80%

4,380
7,665

10,950
14v235
17,520

771.53
976.12

1,180.71
1,385.29
1,589.88

920.93
1,121.31
1,321.69
1,522.07
1,722.44

149.40
145.19
140.98
136.78
132.56

19.4%
14.9%
11.9%
9.9%
8.3%

75
75
75
75
75

225
225
225
225
225

20%
35%
50%
85%
80%

10,950
19,163
27,375
35,588
43,800

1,885.45
2,396.95
2,908.38
3,419.88
3,931.32

2,250.13
2,751.10
3,252.02
3,753.00
4,253.91

364.68
354.15
343.64
333.12
322.59

19.3%
14.8%
11.8%
9.7%
8.2%

100
100
100
100
100

300
300
300
300
300

20%
35%
50%
65%
80%

14,600
25,550
36,500
47,450
58,400

2,504.29
3,186.25
3,868.20
4,550.16
5,232.11

21988,57
3,656.50
4,324.43
4,992.36
5,660.28

484.28
470.25
456.23
442.20
428.17

19.3%
14.8%
11.8%
9.7%
8.2%

150
150
150
150
150

450
450
450
450
450

20%
35%
50%
65%
80%

21,900
381325
541750
71,175
87,600

3,741.98
4,764.91
5,787.85
6,810.78
7,833.71

4,465.46
5,467,33
6,469.24
7,471.13
8,473.02

723.48
702.44
681.39
660.35
639.31

19.3%
14.7%
11.8%
9.7%
8.2%

200
200
200
200
200

600
600
600
600
600

20%
35%
50%
65%
80%

29,200
51,100
73,000
94,900

116,800

4,979.67
6,343.58
7,707.49
9,071.40

10,435.31

5,942.34
7,278.20
8,614.05
9,949.91

11,285.77

962.67
934.62
906.56
878.51
850.46

19.3%
14.7%
11.8%
9.7%
8.1%

300
300
300
300
300

900
900
900
900
900

20%
35%
50%
65%
80%

43,800
76,650

109,500
142,350
175,200

7,455.04
9,500.91

11,546.77
13,592.64
15,638.50

8,896.11
10,899.90
12,903.68
14,907.47
16,911.25

1,441.07
1,398.99
1,356.91
1,314.83
1,272.75

19.3%
14.7%
11.8%
9.7%
8.1%

E-221-BT Average Energy On-Peak: 30%

Suooortinq Schedules:
N/A

RecaD Schedules:
N/A

NOTES TO SCHEDULE:
1) Bills do not include Adjustment, Regulatory Assessment, or Tax charges.
2) Present Rates are rates effective 7/112012.

Schedule H-4
Page 75 of 82



IChan e

I

Arizona Public Service Company
Test Year Ending December 2015

Typical Classified Bill Analysis at Present and Proposed Rates
GS-SCHOOLS M Summer Shoulder (May, September & October)

(excludes bill reduction from transferring adjustor rates to base rates)

(A) (B) (F) (G)

kW
Load

F odor
Monthly

k p h

Monthly Bill
under

Present Rates

Monthly Bill
under

Proposed Rates Amount ($)

(E) - (D)

101
101
101
101
101

15%
30%
45%
60%
75%

11,oeo
22,119
33,179
44,238
55,298

1,948.67
2,887.23
3,827.87
4,768.42
5,709.06

2,290.01
3,330.93
4,371.95
5,412.86
5,453.88

343.34
443.70
544.08
644.44
744.82

17.6%
15.4%
14.2%
13.5%
13.0%

150
150
150
150
150

15%
30%
45%
60%
75%

16,425
32,850
49,275
65,700
82,125

2,653.50
4,050.42
5,447.35
6,844.27
8,241.20

3,128.29
4,674.28
5,220.27
7,766.25
9,312.24

474.79
623.85
772.92
921.98

1,071.04

17.9%
15.4%
14.2%
13.5%
13.0%

200
200
200
200
200

15%
30%
45%
60%
75%

21 ,900
43,800
65,700
87,600

109,500

3,374.79
5,237.36
7,099.92
8,962.49

10,825.06

3,983.72
6,045.04
8,106.35

10,167.57
12,228.99

608.93
807.68

1 ,006.43
1,205.18
1,403.93

18.0%
15.4%
14.2%
13.4%
13.0%

300
300
300
300
300

15%
30%
45%
60%
75%

32,850
65,700
98,550

131 ,400
164,250

4,817.37
7,611.22

10,405.08
13,198.93
15,992.78

5,694.58
8,786.55

11,878.53
14,970.51
18,062.49

877.21
1 ,175.33
1 ,473.45
1,771.58
2,069.71

18.2%
15.4%
14.2%
13.4%
12.9%

350
350
350
350
350

15%
30%
45%
60%
75%

38,325
76,650

114,975
153,300
191,625

5,538.66
8,798.16

12,057.65
15,317.15
18,576.64

6,550.01
10,157.31
13,764.62
17,371.93
20,979.23

1 ,011.35
1,359.15
1,706.97
2,054.78
2,402.59

18.3%
15.4%
14.2%
13.4%
12.9%

400
400
400
400
400

15%
30%
45%
60%
75%

43,800
87,600

131,400
175,200
219,000

6,259.96
9,985.09

13,710.23
17,435.37
21,160.50

7,405.44
11,528.07
15,650.71
19,773.35
23,895.98

1,145.48
1,542.98
1,940.48
2,337.98
2,735.48

18.3%
15.5%
14.2%
13.4%
12.9%

GS-SCHOOLS M Average Energy On-Peak %:
GS-SCHOOLS M Average Energy Shoulder-peak %:

19%
20%

Supporting Schedules:
N/A

Recap Schedules:
N/A

NOTES TO SCHEDULE:
1) Bills do not include Adjustment, Regulatory Assessment, or Tax charges.
2) Present Rates are rates effective 7/1/2012.
3) For purposes of calculating the monthly bill, customers are categorized in this manner:

0 - 99 kW = self contained
100 kW and above = instrument-rated

Schedule H-4
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Arizona Public Service Company
Test Year Ending December 2015

Typical Classified Bill Analysis at Present and Proposed Rates
GS-SCHOOLS M Summer Peak (June - August)

(excludes bill reduction from transferring adjustor rates to base rates)

(A) (G)

I Change I
kW

Load
Factor

Monthly
k p h

Monthly Bill
under

Present Rates

Monthly Bill
under

Proposed Rates Amount ($)

(E)- (D)

%

(F) /(D)

101
101
101
101
101

15%
30%
45%
60%
75%

11,060
22,119
33,179
44,238
55,298

2,056.92
3,107.70
4,158.59
5,209.37
6,260.26

2,414.15
3,579.19
4,744.34
5,909.38
7,074.53

357.23
471.49
585.75
700.01
814.27

17.4%
15.2%
14.1%
13.4%
13.0%

150
150
150
150
150

15%
30%
45%
60%
75%

16,425
32,850
49,275
65,700
82,125

2,817.22
4,377.86
5,938.51
7,499.16
9,059.80

3,312.64
5,042.98
6,773.32
8,503.66

10,234.00

495.42
665.12
834.81

1,004.50
1,174.20

17.6%
15.2%
14.1%
13.4%
13.0%

200
200
200
200
200

15%
30%
45%
60%
75%

21,900
43,800
65,700
87,600

109,500

3,593.08
5,673.94
7,754.81
9,835.67

11,916.53

4,229.52
6,536_64
8,843.76

11,150.88
13,458.00

636.44
862.70

1,088.95
1,315.21
1,541.47

17.7%
15.2%
14.0%
13.4%
12.9%

300
300
300
300
300

15%
30%
45%
60%
75%

32,850
65,700
98,550

131,400
164,250

5,144.81
8,266.11

11,387.40
14,508.69
17,629.99

6,063.28
9,523.96

12,984.64
16,445.32
19,906.00

918.47
1,257.85
1 ,597.24
1,936.63
2,276.01

17.9%
15.2%
14.0%
13.3%
12.9%

350
350
350
350
350

15%
30%
45%
60%
75%

38,325
76,650

114,975
153,300
191,625

5,920.68
9,562.19

13,203.70
16,845.20
20,486.71

6,980.16
11,017.62
15,055.08
19,092.54
23,129.99

1 ,059.48
1 ,455.43
1 ,851.38

2,247.34
2,643.28

17.9%
15.2%
14.0%
13.3%
12.9%

400
400
400
400
400

15%
30%
45%
60%
75%

43,800
87,600

131 ,400
175,200
219,000

6,696.54
10,858.27
15,019.99
19,181.72
23,343.44

7,897.04
12,511.28
17,125.52
21,739.76
26,353.99

1,200.50
1,653.01
2,105.53
2,558.04
3,010.55

17.9%
15.2%
14.0%
13.3%
12.9%

GS-SCHOOLS M Average Energy On-Peak %:
GS-SCHOOLS M Average Energy Shoulder-peak %:

18%
17%

Suooortina Schedules:
N/A

Recap Schedules:
N/A

NOTES TO SCHEDULE:
1) Bills do not include Adjustment, Regulatory Assessment, or Tax charges.
2) Present Rates are rates effective 7/1/2012,
3) For purposes of calculating the monthly bill, customers are categorized in this manner:

0 - 99 kW = self contained
100 kW and above = Instrument-rated

Schedule H-4
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Arizona Public Service Company
Test Year Ending December 2015

Typical Classified Bill Analysis at Present and Proposed Rates
GS-SCHOOLS M Winter (November - April)

(excludes bill reduction from transferring adjustor rates to base rates)

(C) (G)

I Change I
kW

Load
Facto r

Monthly
k p h

Monthly Bill
under

Present Rates

Monthly Bill
under

Proposed Rates Amount ($)

(E) . (D)

%

(F) / (D)

101
101
101
101
101

15 %
30%
45%
60%
75%

11,060
22,119
33,179
44,238
55,298

1 ,760.92
2,515.73
3,270.62
4,025.43
4,780.32

2,084.22
2,919.36
3,754.57
4,589.71
5,424.92

323.30
403,63
483.95
564.28
644.60

18.4%
16.0%
14.8%
14.0%
13.5%

150
150
150
150
150

15%
30%
45%
60%
75%

16,425
32,850
49,275
65,700
82,125

2,377.63
3,498.70
4,619.75
5,740.82
6,861.89

2,822.66
4,063.02
5,303.38
6,543.75
7,784.11

445.03
564.32
683.62
802.93
922.22

18.7%
16.1%

14.8%
14.0%
13.4%

200
200
200
200
200

15%
30%
45%
60%
75%

21,900
43,800
65,700
87,600

109,500

3,006.97
4,501.72
5,996.47
7,491.23
8,985.98

3,576.22
5,230.03
6,883.85
8,537.66

10,191.48

569.25
728.31
887.38

1,046.43
1 ,205.50

18.9%
16.2%
14.8%
14.0%
13.4%

300
300
300
300
300

15%
30%
45%
60%
75%

32,850
65,700
98,550

131,400
164,250

4,265.65
6,507.77
8,749.90

10,992.03
13,234.16

5,083.32
7,564.05

10,044.77
12,525.49
15,006.21

817.67
1 ,05628
1 ,294.87
1,533.46
1,772.05

19.2%

16.2%
14.8%

14.0%
13.4%

350
350
350
350
350

15%
30%
45%
60%
75%

38,325
76,650

114,975
153,300
191,625

4,894.99
7,510.80

10,126.62
12,742.43
15,358.25

5,836.88
8,731.05

11525.23
14,519.41
17,413.58

941 .89
1 ,220.25
1 ,498.61
1,776.98

2,055.33

19.2%
16.2%
14.8%
13.9%
13.4%

400
400
400
400
400

15%
30%
45%
60%
75%

43,800
87,600

131 ,400
175,200
219,000

5,524.32
8,513.83

11 ,503.33
14,492.83
17,482.34

6,590.43
9,898.06

13,205.69
16,513.32
19,820.95

11066.11
1,384.23
1,702.36
2,020.49
2,338.61

19.3%
16.3%
14.8%
13.9%
13.4%

GS-SCHOOLS M Average Energy On-Peak %:
GS-SCHOOLS M Average Energy Shoulder-peak %:

25%
16%

SuDDortinQ Schedules:
N/A

Recap Schedules:
N/A

NOTES TO SCHEDULER
1) Bills do not include Adjustment, Regulatory Assessment, or Tax charges.
2) Present Rates are rates effective 7/1/2012.
3) For purposes of calculating the monthly bill, customers are categorized in this manner:

0 - 99 kW = self contained
100 kW and above = Instrument-rated

Schedule H-4
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Arizona Public Service Company
Test Year Ending December 2015

Typical Classified Bill Analysis at Present and Proposed Rates
Gs-scHooLs L Summer Shoulder (May, September & October)

(excludes bill reduction from transferring adjustor rates to base rates)

(A) (B) (C) (D) (G)

kW
Load
Fader

Month\y
kph

Monthly Bill
under

Present Rates

Monthly Bill
under

Proposed Rates Amount ($)

(E) - (D)

401
401
401
401
401

15%
30%
45%
60%
75%

43,910
87,819

131,729
175,638
219,548

5,870.23
9,269.32

12,668.48
16,067.57
19,466.74

6,875.84
10,472.65
14,069.53
17,666.33
21 ,263.21

1,005.61
1,203.33
1 ,401.05
1,598.76
1,796.47

17.1%
13.0%
11.1%
10.0%
9.2%

600
600
600
600
600

15%
30%
45%
60%
75%

e5,700
131,400
197,100
262,800
s28,500

8,542.88
13,628.86
18,714.83
23,800.81
28,886.78

9,986.31
15,388.12
20,749.93
26,131.74
31,513.54

1,443.43
1 ,739.26
2,035.10
2,330.93
2,626.75

16.9%
12.8%
10.9%
9.8%
9.1%

800
800
800
800
800

15%
30%
45%
60%
75%

87,600
175,200
262,800
350,400
438,000

11,229.01
18,010.31
24,791.61
31,572.91
38,354.21

13,112.45
20,288.19
27,463.94
34,639.68
41,815.43

1,883.44
2,277.88
2,672.33
3,066.77
3,461.22

16.8%
12.6%
10.8%
9.7%
9.0%

1,000
1,000
1,000
1,000
1,000

15%
30%
45%
60%
75%

109,500
219,000
328,500
438,000
547,500

13,915.13
22,391.76
30,868.38
39,345.01
47,821.63

16,238.58
25,208.26
34,177.94
43,147.63
52,117.31

2,323.45
2,816.50
3,309.56
3,802.62
4,295.68

16.7%
12.6%
10.7%
9.7%
9.0%

1,500
1,500
1,500
1,500
1,500

15%
30%
45%
60%
75%

164,250
328,500
492,750
ss7,0oo
821,250

20,830.45
33,345.38
46,060,132
58,775.26
71,490.20

24,053.92
37,508.44
50,962.97
64,417.49
77,872.01

3,423.47
4,153.06
4,902.65
5,642.23
5,381.81

16.6%
12.5%
10.6%
9.6%
8.9%

3,000
3,000
3,000
3,000
3,000

15%
30%
45%
60%
75%

328,500
657,000
985,500

1,314,000
1,642,500

40,776.38
66,206.26
91,636.13

117,066.01
142,495.88

47,499.94
74,408.99

101,318.03
128,227.08
155,136.12

6,723.56
8,202.73
9,681 .90

11,151.07
12,640.24

16.5%
12.4%
10.8%
9.5%
8.9%

GS-SCHOOLS L Average Energy On-Peak %:
GS-SCHOOLS L Average Energy Shoulder-peak %:

20%
17%

Sunnortinq Schedules:
N/A

Recap Schedules:
N/A

NOTES TO SCHEDULER
1) Bills do not include Adjustment, Regulatory Assessment, or Tax charges.
2) Present Rates are rates effective 7/1/2012.
3) For purposes of calculating the monthly be, customers are categorized in this manner:

0 - 99 kW = self contained
100 kW and above = instrument-rated
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Arizona Public Service Company
Test Year Ending December 2015

Typical Classified Bill Analysis at Present and Proposed Rates
GS-SCHOOLS L Summer Peak (June - August)

(excludes bill reduction from transferring adjustor rates to base rates)

(B) (C) (E) (G)

I Change I
kW

Load
Factor

Monthly
k p h

Monthly Bill
under

Present Rates

Monthly Bill
under

Proposed Rates Amount ($)

(E) - (D)

%
(F)/(D)

401
401
401
401
401

15%
30%
45%
60%
75%

43,910
87,819

131,729
175,638
219,548

6,278.40
10,085.55
13,892.99
17,700.23
21,507.57

7,538.02
11 ,796.99
16,056.05
20,315.02
24,574.08

1,259.62
1,711.34
2,163.06
2,614.79
3,066.51

20.1%
17.0%
15.6%
14.8%
14.3%

600
600
S00
600
600

15%
30%
45%
60%
75%

65,700
131,400
197,100
262,800
328,500

9,153.61
14,850.30
20,547.00
26,243.70
31 ,940.40

10,977.09
17,349.68
23,722.27
30,094.86
35,467.45

1,823.48
2,499.38
3,175.27
3,851.16
4,527.05

19.9%
16.8%
15.5%
14.7%
14.2%

800
800
800
800
800

15%
30%
45%
60%
75%

87,600
175,200
262,800
350,400
438,000

12,043.31
19,638.90
27,234.50
34,830.10
42,425.69

14,433.49
22,930.27
31,427.05
39,923.85
48,420.63

2,390.18
3,291 .37
4,192.56
5,093.75
5,994.94

19.8%
16.8%
15.4%
14.6%
14.1%

1,000
1,000
1,000
1,000
1,000

15%
30%
45%
60%
75%

109,500
219,000
328,500
438,000
547,500

14,933.01
24,427.50
33,922.00
43,416.49
52,910.99

17,889.88
28,510.87
39,131.85
49,752.83
60,373.82

2,955.87
4,083.37
5,209.85
6,336.34
7,462.83

19.8%
16.7%
15.4%
14.6%
14.1%

1,500

1,500
1,500
1,500
1,500

15%
30%
45%
60%
75%

164,250
328,500
492,750
657,000
821,250

22,157.25
36,399.60
50,640.74
64,882.48
79,124.23

26,530.87
42,462.35
58,393.82
74,325.30
90,256.77

4,373.62
6,063.35
7,753.08
9,442.82

11 ,132.54

19.7%
18.7%
15.3%
14.6%
14.1%

3,000
3,000
3,000
3,000
3,000

15%
30%
45%
60%
75 %

328,500
657,000
985,500

1 ,314,000
1 ,642,500

43,830.00
72,313.48

100,796.97
129,280.45
157,763.94

52,453.85
84,316.80

116,179.75
148,042.70
179,905.65

8,623.85
12,003.32
15,382.78
18,762.25
22,141.71

19.7%
16.6%
15.3%
14.5%
14.0%

GS-SCHOOLS L Average Energy On-peak %:
GS-SCHOOLS L Average Energy Shoulder-peak %:

18%
15%

Sunnortinu Schedules:
N/A

Recap Schedules:
N/A

NOTES TO SCHEDULE:
Bills do not include Adjustment, Regulatory Assessment, or Tax charges.

2) Present Rates are rates effective 7/1/2012.
3) For purposes of calculating the monthly bill, customers are categorized in this manner:

0 - 99 kW = self contained
100 kW and above = Instrument-rated

1)
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Change

Arizona Publie Service Company
Test Year Ending December 201 s

Typical Classified Bill Analysis at Present and Proposed Rates
GS-SCHOOLS L Winter (November - April)

(excludes bill reduction from transferring adjustor rates to base rates)

(A) (B) (C) (D) (G)

kW
Load

Factor
Monthly

k p h

Mommy Bill
under

Present Rates

Monthly Bill
under

Proposed Rates Amount ($)

(E) - (D)

%

(F) /(D)

401
401
401
401
401

15%
30%
45%
60%
75%

43,910
87,819

131,729
175,638
219,548

5,212.96
7,954.79

10,696.58
13,438.52
16,180.41

6,339.00
9,398.98

12,459.02
15,518.99
18,579.03

1,126.04
1,444.19
1,762.34
2,080.47
2,398.62

21.6%
18.2%
16.5%
15.5%
14,8%

600
600
G00
600
600

15%
30%
45%
60%
75%

65,700
131,400
197,100
262,800
328,500

7,559.45
11,661.99
15,764.52
19,867.06
23,969.60

9,183.07
13,761.63
18,340.20
22,918.76
27,497.33

1,523.62
2,099.64
2,575.68
3,051.70
3,527.73

21.5%
18.0%
16.3%
15.4%
14.7%

800
800
800
800
800

15%
30%
45%
60%
75%

s7,600
175,200
262,800
350,400
438,000

9,917.76
15,387.81
20,857.86
26,327.91
311797.96

12,041.45
18,145,21
24,250.96
30,355.72
36,460.47

2,123.69
2,758.40
3,393.10
4,027.81
4,662.51

21.4%
17.9%
16.3%
15.3%
14.7%

1,000
1,000
1,000
1,000
1,000

15%
30%
45%
60%
75%

109,500
219,ooo
328,5<)o
438,000
541,500

12,276.07
19,113.64
25,951.20
32,788.76
39,626.33

14,899.84
22,530.78
30,161.73
37,792.67
45,423.61

2,623.77
3,417.14
4,210.53
5,003.91
5,797.28

21.4%
17.9%
16.2%
15.3%
14.6%

1,500
1,500
1 ,500
1 ,500
1,500

15%
30%
45%
60%
75%

164,250
328,500
492,750
657,000
821 ,250

18,171.85
28,428.20
38,684.54
48,940.89
59,197.23

22,045.81
33,492.23
44,938.54
56,385.05
67,831.47

3,873.96
5,064.03
6,254.10
7,444.16
8,634.24

21.3%
17.8%
16.2%
15.2%
14.6%

s,000
s,000
3,000
3,000
3,000

15%
30%
45%
60%
75%

328,500
657,000
985,500

1,314,000
1,642,500

35,859.20
56,371.89
76,884.58
97,397.27

117,909.96

43,483.73
66,376.55
89,259.38

112,162.21
135,055.03

7,624.53
10,004.66
12,384.80
14,764.94
17,145,07

21.3%
17.7%
16.1%
15.2%
14.5%

GS-SCHOOLS L Average Energy On-peak %:
GS-SCHOOLS L Average Energy Shoulder-peak %:

23%
19%

Sunnortina Schedules:
N/A

Recap Schedules:
N/A

NOTES TO SCHEDULE:
1) Bills do not include Adjustment, Regulatory Assessment, or Tax charges.
2) Present Rates are rates effective 7/1/2012.
3) For purposes of calculating the monthly bill, customers are categorized in this manner:

0 - 99 kW = self contained
100 kW and above = instrument-rated

Schedule H-4
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la

Arizona Public Service Company
Test Year Ending December 2015

Typical Service Bill Analysis

Customer Bills at Varying Consumption Levels
at Present and Proposed Rate Levels

(A) (B) (C) (D) (E) (F) (G)

Change

kW
Load

Factor
Monthly

k p h

Monthly Bill
under

Present Rates

Monthly Bill
under

Proposed Rates Amount ($)

(E) - (D)
%

(F) /(D)

No typical bill analysis is presented for the following Rate Schedules:

E-56 - Only 1 customer, increase consistent with E-32 L (11 .13% base rate Increase, 6.06% net bill
Increase).

E-36 M - Has a few customers, impact is the class average (14.78% base rate increase, 7.47% net bill
increase).

E-36 XL - Revenue Credit Customer (7.59% base rate increase)

I

Schedule H-4
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Q 1-̀ v1'cù à <a"1-'nina'

I I I I II I I I I I I I I I I I I I I

Q u o
o ; 2 Q

bi 'E '683 cu mo oE ._l_l
2 as C
8 9.9

U

SO 9;o<
m.Q
E:sz

2

§
3Q.
<1:
3m
m
.QI...
'Ci
2LLI
U
q:_
s%

n. 18l.u o

¢ >-̀up mgMI.L§o30@3 =&z m

C\|{ ("' |' - 1" >|`~ ) '< 1"<l""'t-C\l(*)C\IC\l1-1-1-1-1-CY)
'_

I I I I I I I I I I II I I I r I I I I I I I I moz
8an>
<

:lj
02uJ'2
0'DueLLIOI-U3<uJacc:

3833
8 8 8 8 8 8 8°38838888888§§§§§§§§9%3§¥§4388488883$8888

'""'"°"°°2888s82s§§g§8§§§3§3§3§§§§§3§§§

bi
23'u
E0
in

.E
*:o

: S

83 . . . . . . . . . - ° " ' ¢ " M u ¢ " n " uuu¢ "v-¢\|='>*'fHDl-°°°°9'1L19931941-'3Q92-3w83§n8 nn3̀8=~>33g=~a=u¢~>¢\a9'¢



"PE
mg

m .
O

8 2 .~4+wwn- 6444 . 4 " w . . ¢ - -- - . . - -- . . .h m¢ _,*_;8¢ _&8N88§ 8888888g3
ET
88
mg

333
=2.2~_

588588585588§§§§§§§§§§§§§§§§§§§§§
°a8s82n:8sss§§§§§§§§§§§§§§§§§§§§§ 9%3

'o
m
.C
O
(D

E3 :

Ex\.'
<

_ _ m _ m _ m _ mm_m _ m _mmm mmm 3
4- .
c
Q .

<

z
Q|-D.
E
3
CD
8

§<.>
|-
5
3
E
3
Occm3Q5 CD

_|
_I
m

335588588§§§§§§§§§§§§§§§§§§§§§§§§
°:8asaaa8888§§§§§§§§§§§§§§§§§§§§§

33
4 4

88
. 1 :. :

38m.caEm:-o
E

8"3§ ,
z

Dl0*41-I*-81OC\lC\IIOC\lO)CD® ©(D¢DlD@(D(OCDlD¢D©{D(0(D(D©(D(D® N N oounoaca cvolcucucvcu N N N N N N N N N N N- QQ(T2¢"P-_Q0IW*lQlT2.l¢)*l£)_lQl-lD_lQl¢3_l¢J_8l1' l¢)_l¢7I0lDl08lf)l0lDl08lf)%
cnof:nnononouncococococococococococococococococococococococococo1 - N N N N N N N N N N N N N N N N N N N N N N N N N N N N N N N

1- 10 I\-
cal on of
* _
sq

x
Lu| -
z
g r l l | |I | | | | |

z
Q
->-anno!
g a swe"z*m
OO

cm oounoaoocwanw-cooonl
l~oo8Lo\.r>oo'>1-1-cvaooco I | | I | r I | r

>- x >-

3 my2o 80§3 =6'
z m

cJ\no>l-coo>cnr-.c>ool~.l~.l~_.1-1-cnooQc'>fn<o~u"9*(\|C5W 1- Lot- I
C3("Jv"\-

I I I I I I I I I I I I r I | r I | r

442

§§§
3 8
583

8
2

' E E G
o2.21--_

* g g g g ; g g ; §a ¢; , e g g §g ; , e g 3 §g g g ; , e §g §g a e g g a e a e

698888828898§§§§8§§§§8§§8§8§8§§8§
c>oo<ol\. coco L o c a c v m o o c a o o o o c a a o o c a o o o o o c a c a o o o
o u ' J I - c n o > l - o o < : > o o r - c \ l o > c > o o o o o c a o o o o o o o o o o o o o o

r».oo

zo
E
<

>.
E
w
D.
E
o
O

z
Q| -D.
2
D
w
8

|-
5
:>
EDo

E

o LTE8-
<

8 10 CIJ1"'Rr c 'uc::m=-o>o>cno>o>o>cno»o>a>oacnoacnoacncncnoaoucra
I _lDl*-_(Q0'J1"(D_l0®CD('9_lD_\0lD_lOIO_LI'Jl0L0lD_lO_LD_l¢)l0_l0LDLOlDLDLf)Lf)l1')

o m 1 - < of>~= l - c mnz c w m m m c w m m
IDo)c\l* lo n _ c D( 0 _ ' < l9 wIwlo lDL o L o l0 * lo _ L o L Dlo lo L o _ L D_ L o lo L f ) lo lo L Dlo lDL o

>.
D
U
m
a
a>
w
E '

8~
.a
o
6
O

'EE
3989

as $8§§88§§8§3;§8.8.§§§§§§§§§§§§§§§§§
°rssaaaaasgaggggggggggggggggggggg

3  §
L  L .
G) GJ
Q. Q.
.c . c

3 5

z

9
'E
E
3;pa
of!

5 °3n. 198
8 <=
o "sM n

8 3:
l,l_IOO§
v»°m»
0 J  8 U

3do8
m M " -: 58n. 08
5 32

>-
mm
EI20:
"G»'i'<
(9
Z_|=lm

.Q
: ::_
GJ
| -

3
.9

. c
UI
3
Q

. c4-4
:-.
m
E"-I

in
._1
=
m

no
LU
E
E
3
w

8
sQ
2

sown-a:»r-uooounmmnmoucocococor.oco<o<oco<ococo<o<or.ococococococo
_UQI'--_dJO>_'=I'=l:lf)LO_lD_.lOlDl0l0_lIJ*lOLDl0*l¢°J_l~D_lIJ_lO_l()l0l~l')lI)lDl0l¢JlDcnm 1monnunluocococococococococococonocococococococococococococo

au LO r-
m  m9

q

Z

Q
*>-n.mQ¥
2 06
z*moO

<\ Inn(oo CD\""lOl*-DQ(Q(\ll-..(\lgqg0)g)' O ® W @ © @ W W 8 M 3
t-. ,_-of"
1O9C')C\|1-

co" ' o>  ̀n" IC vo' m" of' -1 - u1» 8o : r ~ l - m ngn - \ - 8
I I I I I I I I I I I I I I I I

I I I |

Q

8
=3_
Q.
<
. 9
m
no
o
c
*5
2
LU

.2
GJ
w

88
"?m
w e

II >-><

'ti'u_§,'o.\

3 gm

of 10 on o r - r - m
T*C\l C O ) W 1 LQ I I I I I I I I I I I I I I I I I
1-

gas

388
8 .548;
2<

8
<'

ac
o "\o $
m

I 1_ . *C\ IC' : J 91D
- "LOD-o-u>c :>ana\noc : :» n3cuLn8888u'>88|*~`_*C\lC\|C'0l")Wl~Cl|*-`._\'1'('\|¢*')W||l)l* 'Q

Ed
(IJ
3
U
m
.c
o
CD

M_I
Oz
LUQ:cr-QQ-<Dn:Luol-rn<rLu:Ra

8§§§§§§§§§§§§§§§§§§§§§§888888888

°I§§§§§§§é§§§é§§§é§§§§§§é§§§§§é§4 C
1:
o

J  S
(I) z

ea ..5 o_,z . . 6 . . . . . . . . . .

"N"l"° "° ° "&89§ £ & 9&8R88§ 88R8888%9

III



III

83
.... ' l~: . . . . . . . . .*M-,-..»¢, mg,9;;'!'2;"39*'2&8';&lg~'g~3gN33g;8g3

upw-Im

am
ula:
88"'Do

"5'
$88

x s s s s s s ass# $8 $88888 $8888 $8
8 3 3 g 3 3 8 § § ¢ g g ¥ § 3 3 § § : g ; 9 g § 3 ; 9 8 8 § 8  g §
°°°"""""*§9882298'812385888'5'6'8883888§

as 8g z
3
8
U)

z
Q|-0_EDw
8LUZu

83E3O

E:.:
838

| #Ra 1- 1- 8 Fw- r |~ r 1- 1-1-
3 3 3 §8 §¥§~ §§5 9 < §1 §§4 §5 5 3 §8 §3 8 8 9 9 8
§&s.§=32.§Si§;&Rt%§$=s§§3§'$3;8§§l9.§3§33"91- m m * - - ~-F -'_ - - . . . - . _ _ _ __v

' * * $ ; 2 § § = 2 § S § § 8 § 8 3 8 & § 3 § § § § § 8 § s 8

8
ea
ct:

53
59,28

s as sssssss :as
§ §§§§§5F¢333§§§§§433§§§§§§§§§§§§ -~n5QQ888286338888888889$88§§888

3 8
\- ;m mD. Q.

3 g

8Q.<.cU)3
88|..m.a
Em>oz-.»

(IJ_|_I
m

8
=s~§ ..

z

8§8§§§3§E§§§3§§8§§398§§§§§§3§8§§§
~ : §§a m 3 §§s s §s z §§§§§§§e §§§§§§§§§§§

n:LIJ|-
Z
g

co o o1" 3 (Q
W |-
|\ N1-

z
Q
*>

3320%
</93"2 xm
oO

.88§883338§§§'§.% §§§888§83 .3333§53
§§E§E.§§§§E ' .3§5§§§§3§§858§888888
of>I-Fo' `=olm' -o`v'm" `o` -dw`m- "m'® 'o"N co' _I.r>l<l'l-`C̀l1-¢ @l~._¢\l-08lg,F©Dmq¢')gv)(\,lt"

Q)
Lo

|  c o
Cal
Q
N.

>-
z
<
D.
E

z
Q|-a
2
3
2 8On-ow
-Q
.33<u0MFmoOn

m >-
Ed mgu.5 0 3 9 83 ='mz m
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